Rupees 
28,500,000 


26,155,000 


2,345,000 
__ (4,500,000) — 
Q. 155.000) 
(35.703) 
5,000,000 
2,809,297 


i ; Of goods, 
for delay in supply of g 
with a customer pls 
f Rs. 2,4 ened depreciation on leased assets), 
of Rs, 2,498; 


x pe. for fifteen years. — -— 
pnt ips 255,000 for eight office cars. — sformer at the factory 
Opus teca dso Klar (KE) for replacement of transfor "n 
000 paid as security deposit to K-E 


families amounting to Rs. 64,600 and Zakat of Rs. 1,401,060 paid under Zakat & 
| poor famili ad 


25,000 imposed by the Commissioner Inland Revenue for late filing of annual return of 
the tax year 2020, 


expenditure of Rs. 128,000 incurred on arrival of foreign customers for business 


ic FRS. $80,000 received from listed Companies. The amount is net of income tax at the rate of 
ikat of Rs, 100,000 deducted under the Zakat and Usher Ordinance, 1980. 


sale of shares of a Private limited company. Shares were acquired 


ransferred to Qateel on 


$ maturity of lease. The sing company 
ty deposit against the n 


residual value of Rs. 100,000. The date of 


down value and market Value of the machinery was 


d for 
Storage of Boods at a cost of Rs. 4,888,000. No 
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-Numericals Income Tax 


N 


Y working as director 
production i 
in Delta Paki 


ws nazi has 
Gh wing monthly emoluments from DPL during th Pak 
8 s 
e year ended 30 1d (DPL) for last ee E et , 


di 
Basic sala 


"i 
: pealth insurahce for hith and his family members, Th 
(i s.50,000- . ae e amount of annual premium paid by DI 
ponent ticket for Dubai worth Rs. 180,000 for him and his fami SN 
target. -Á " : amily as a reward for achieving the 
à an of Rs- $ million was given to him on 1 August 20X7 at 6? production 
withholding tax of Rs. 1.244,000 deducted from his salary dep hii 
ursed to him. 


nt to the tax year 20X8 is as under: 


other information releva! 
P loyee share scheme 10,000 h 
(i) Under an employ ,000 shares of DPL were allotted i 
According to the scheme, he was not allowed to sell/transfer the shares k Aian E 
20X8. he sold 6,000 shares of DPL for Rs. 33 per share, The face value i 1 
] of each share. i 
values of each share on different dates were as follows: is Rs, 10. Fale mariot 
e Rs, 20 per share on | January 20X6 
e Rs. 23 per share on | January 20X7 
30 June 20X8 
f Rs. 30,000 to his friend, The fair 


e Rs. 29 per share on 
artment at à monthly rent o 


(i) 0n30 October 20X7 Ahmer Ghazi let out his ap: 

] market rent of the apartment is Rs. 40,000 per month. j P j 

(ii) He is a part time singer and earned Rs. 225,000 by allowing a private TV channel to use his song ina TV 
drama. 

(v) He purchased Sukuks of a listed company amounting 1o Rs. 1,400,000 as an original allottee, 0n 30 
20X8. d 

m ade thereunder, compute the following for the 

hder the provisions of the Income Tax Ordinance, 2001 and Rules ™ 
Year ended 30 June 20X8: (10) 


| : Total income 
W Taxable income 
Net tax payable or refundable 3 
exclusions 


Nite; 
u Show all the relevant exemptions, 
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we used for fitness centre am, 
“gom the rent payment but was not d 


f employees of fitness centre was di, M". 
X eh tax year 2020. No accounting Sposed op. 1 
i as been recorded in the profit or loss qe,” Was 
. 3,000,000. The vehicle has been used Tox 


of Rs. 462,000 were recorded in the Profit op 


eS 
,000. 
od ess Details are asunder; 


i Purchased Gain/(loss) on 
Ec on disposal (Rs) 
79g 7000 | 1 Sep 2015 | 50099 — 


700,000 


Era | as —|-— a0 
E ——— 


and tax liability for the tax year 2021, (12) 
(Q.5 September2018) — 


m’s taxable income under appropriate head of income 


of Pakistan joined Haris Pharma Limited (HPL) as a General Manager on 01 Oct 20X8. He was 
monthly salary and allowance in HPL: 


* above, he was also provided the following: 
eae monthly basic salaries, However, bonus amount was adjusted in proportion to the duration 
The bonus amount was paid to him on 5 July 20X9. 
mm were purchased on | October 20X8. The car costing Rs. 3,500,000 
9 DE Pie Rs. 1,900,000 was used for personal purposes. — 
),000, of HPL's directors. The fair market value of food provided to 


I. 


v E wholly and necessarily incurred in the 


* xd Pg An equal amount per month was also contributed bY 
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advance. 
2020, Amjad let out his resi 
. 300,000. Rent for the two years 
2020, Amjad also entered into an 
s, 50 million. The plot had been purchased 
ved Rs. 5 million at the time of signing 
E 2020. However, due to financial dif i 
consequently, Amjad forfeited the à 
On 10 April 2021, he finally sold the plot pe 
Jo g expenditures were incurred by Amjad in re: 


Details of expenditures 


Repair & maintenance — building 
— machine 
Ground rent 


wy of the provisions of the 


Income Tax Ordinance, 200 
of Amjad for the tax year 2021. 


trade has been valued on prime 


md from cash basis to accrual basis, In 


Opening balances Closing balances 
Lcor----- RS. in ?000----------- 

1,800 
2,300 


ods sold includes: ; 
of packing material 
deducted at the time of payment. 
+ freight charges of Rs. 285,000. Th 
Operating expenses include: " N 
CHE salary of Rs, 80,000 per month paid to Shahid's brother who handles administrative matters of the 


of Rs. 2,200,000 from Nasir Traders. No withholding tax was 


ese were paid in cash for transporting goods from suppliers, 


business. 

expenditure of Rs. 950,000 incurred on the development of a product which is expected to 
generate revenue for five years. 

penalty of Rs. 15,000 for late filing of income tax return. 

iid under Zakat & Ushr Ordinance is Rs. 93,750. 
come includes: 

n of Rs. 45,000 received, net of withholding tax of Rs. 6,750 on sale of 20,000 shares in 


Limited (ML) in November 2021. ML is li i 
ee 2021 MI is listed on PSX. On 1 January 2020, Shahid 


on such investment in tax year 2020. Public offering. He had claimed a tax credit of 


980,000 received from an agricul 


ture land in Badin. No withholding tax was deducted 


Rules made thereunder 
» Compute total income, t 
nod. (Use accrual basis of accou 
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Basic salary 
Medical allowance — 
- Fair market rent o 
he above, he was also provided the folic 
insurance for Sageer and his ; à 
annual insurance premium oR ter 
ent fund contribution of Rs. 15,000 a) k i 
contributed by Sageer to the fund. Per month to a recogy 
iğ- 


nal information 

-amg July 2019, Sageer was granted an option i : 

0 under an employee share scheme. ph we the 10,000. x 
when the fair market value of the option was Rs. 200, pm n 
when the fair market value was Rs. 130 per share. per 

the scheme, he was not allowed to sell or transfer E: 
December 2019, the fair market value of ZL's shares was tes On 1 
shares at Rs. 135 per share. : 7 
On 1 July 2019, Sageer obtained an interest free loan of Rs. 1,500,000 

d to waive the interest receivable on his provident fund balance n 


on provident fund balance for the year was 896. The prescribed b 


he received leave encashment of Rs. 100,000 1 " 
. L" 


On 31 August 2019, 
60,000 was deducted at source by KL. a 


(i) During the year, tax of Rs. 1 
E information relevant to tax year 2020: 
M — On15 January 2020, he sold his house situated in Karachi for Rs. 15, 

. 9n25 December 2018 for Rs. 14,000,000. 

On 25 December 2020, he sold a residential plot situated in 
inherited from his father in 2014. Fair market value of the 

June 2020, Sageer independently developed learning 
anaged by a company situated outside P: On 
t from sale of these courses. Withholding income tä 
laws of the foreign country. 
exchange rates Were as follows: _ 
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on pertaining to tax year 2020; 
ic iven on rent to Abbas un 
Lese 2020. Details of payments receiveq E pu 
the 
Rs. 175,000 per month 
laries Rs. 50,000 per month | 
EUM sod 2,500,000 
j able security deposit m Io deposito ALG 
: ran t, Farheen refunded the et ni as and rented oyy 
D . 
i On expiry of the rental NE on the same terms and condi ale, 
the bungalow to a new wrar en. to a security services company p S Security sang 
40,000 per mo 


ided to sell the plot 
low. , ; arch 2020, she decide plot to Mg 
(ii) ^ Sheowna residential plot in Karachi. On, 1 76,000. On 1 June 2020, she forfeited the has 


hase the plot |— hly rent of R 
‘on refusal of Mehreen to purc ‘red a furnished office on monthly rent of Rs. 5,000 for hep 
(iii) ^ Onl December 2017, she operan amount of Rs. 2,000,000 to the previous tenant for 
own use and had paid à de ear, she received an offer of Rs. 2,400,000 from Shehroz to Vacate 
vacating the office. During the Yer mount on 1 March 2020. 


à i d received the ai i r 
(iv) sa e as ciel a factory with plant and machinery from her father and let it oy 
Iv) g 


2019 at a monthly rent of Rs. 500,000. 
v) iiber 2019, she received income tax refund of Rs. 180,000 related to tax year 2017. 
This amount included Rs. 30,000 being additional payment on delayed refund. 
Required: Under the provisions of the Income Tax Ordinance, 2001 and Rules made thereunder, compute the total 


income of Farheen under appropriate heads of income for the tax year 2020. (07) 


(b) Ahmed has completed his MBA from a university in USA. He had been living there since August 2013 for 
his education and came to Pakistan only once in 2017 i.e. from 10 March 2017 to 30 September 2017 and 
then went back to USA to complete his MBA. Along with his studies, he was also doing a part time job ata 
restaurant in USA till November 2019. He returned to Pakistan on 1 December 2019 and commenced a 
trading business from 1 January 2020. 

Below is the computation for taxable income/loss for the tax year 2020: 


Pakistan Foreign 
source source Total 
income income 


Income from Salary 


Salary from restaurant in USA — 2 [———— ——À —-Rupees--- 
Income from business 840,000 
Revenue 


4,000,000 


(2,200,000) 
(2,820,000) 


p tive expenses include th 7 
t 840 e followin, 
was deducted as requie] aa 


two employees i i ing income 
equally in cash. Withholding 
Income Tax Ordinance, 2001. 


of ‘the feasibility study which was conducted vef 


Li 
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alary 
[S.12(2)(a)] 
[S.12(2)] 
[s.12(2)(c)] 
[S.12(2)(@)] 
[s.12(2)(c) ] 
[S.12(2)(¢)] 
[s.12(2)@)] 


(50,000 x 7) 
(350,000 x 1/5) 


Mr. Imran 
Computation of taxable income 
For TY 2012 


Note - 1 Rs, 


[S20)8)) (500,000 x 9) 
i (45,000 x 9) 
(4,500,000 x 10%) 


(40,000 x 20% x 9/12) — (450,000) _ 


4,500,000 
405,000 


NS 
C cH 10% x 9/12) 
d 
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ble donati: 


ion is paid thro ee i 
tion ugh crossed cheque, — 


for official purpose nothing wi 
n 
8 Will be added in the Salary inco; 
ary income of employee [S 13(3,; 
[S.13(3)] 


[S.12 (2) : 
[S. DX (100,000 x 11m) 


[S. 12(2)(c)] (40,000 x 1 Im) 1,100,000 
[S.13(11)] (15,000 x 11m) 440,000 
le of car at time of transfer 165,000 
— edad 30,00 
ee eployment [S122] —(100,000) 200,000 
j 200,000 
in 2,105,000 
(500,000-200,000)x75% 
Loss in not to be recognized 225,000 
225,000 
Mr. Dollar 
Computation of income and tax thereon 
For TY 2xxx 
(vn — 1955,00. 
1,955,000 
(90,000 + 155,000 x 15%) (2) . mw, 
(113,250/12) 9,438 
(100,000 x 12M) c ee 
(15,000 x 12M) ber «0000 
(1,200,000 x 1094) (120,000) s 
120,000 
(10,000 x 12M) 35,000 
(700,000 x 5%) 
$40,000 
(1,200,000 x 4594) 
240,000 540,000. 
(20,000 x 12M) 1,955,000 _ 
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Jumericals Inco 


to June 2008 


nt received [S.16(3)) (30,000 y 12) 
360,009 
(86, 
090/19) 86,009 
—_ 8.69 
368,600 
uilding Finance Corporation (368,600 x Vs) 
(73,729) 
(154 
m. 
—— 
Mr. Manto 
Computation of income and tax th 
For TY 2009 up 
(W-1) 

Gain on sale of sh; "oe 
x Ne 100,000 
is less than one year) kiss c md 

—2882,030_ 
(90,000 + 682,030 x 15%) (2) 192,305 
(102,030 
4 90275 


considered when car is acquired on lease, rather fair market value is considered. 

exempt up to higher of interest calculated @ 16% or 1/3 of salary. Since the rate at 
Credited is not given therefore it cannot be compared with 1/3" of. salary. 

ing expatriate as per section 51(1), therefore Rs. 4,000,000 is exempt 


(100,000 x 12) 1,200,000 
(30,000 x 12) m 
(10,000 x 12) M 

[2™ Sch. Clause 139] 


100,000 
,000,000x5%) | 
pt because Manto is Pe of a hotel)[2" Sch. Clause 3D] 3 
po for official -— TA wi 120,000 
dearness all. (10% of 1,200,000 = 120,000) or uon 
(400,000) 4 
[eamess allowance) (1/3 x 1,200,000) — n 
3| ES 
(v2) NC 


ee 
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Chapter 1 
(W.2) Tax borne by employer 1,780,000 
Step 1 i 
Salary income (30,000 + 580,000 X 1096) 88,099 
Tax thereon 1,868,000 
Step 2 (1,780,000 + 88,000), ; 
Salary income 90 000 + 68,000 X 5%) 100,29 
Tax thereon (99, d 15205 2 
Step3 0 + 100,200) cie 
Salary income (1,780,00 1596) 1 
person (90,000 + 80,200 x 2,039 
Answer-9 
2 Mr. Zulfiqar 
thereon 
Computation of income and tax 
n For TY 20 
-1) 7,366,009 
Income from salary s (W ion [S.38(5 i 
Income from capital gain — Loss on sale of painting is not e as deduction [8.38 4:008 
Income from property n : ^ ds 4 years A 
Income from capital gain — disposal of plot (Exempt as holding period exceeds 4 years) ane 
Total income under NTR [s. 60C] 846,000 
Less: Markup paid on house loan to a scheduled bank: (250,000) 
lower of 250,000 or 50% of 7,846,000 or 2,000,000 — rA 
Taxable Income 1596000 
Tax liability on income under NTR (670,000 + 2,596,000 x 22.5%) 2) 1,254,100 
Less: Tax credit on investment in new shares u/s 62 (1,254,100 / 7,596,000) x 500,000 
C is lower of: 500,000 or 20% of 7,596,000 or 2,000,000 (82,550) | 
Add: Tax on disposal of plot (not taxable as holding period > 4 years) ee 
Total tax liability 1,171,550 
Less: Tax paid by employer u/s 149 200,000 
Payable to Government 071580 
b) not i 
(N-) Rent received relating to relevant tax year is chargeable only. 
Workings 
(W-1) Income from salary 
Basic Salary (S.12(2)(a)] (280,000 x 9) 2,520,000 
ME allowance Tee (45,000 x 9) 405,000 E 
s: Exempt up to of basic salary (2,520,000 x 10%) (252,000) 153, 
[2™ Sch. Clause 139] 
Utilities allowance [S.12(2)(c)] (45,000 x 9) 405,000 
Cost of living allowance . [S.122)(9)] (25,000 x 9) ; 225,000 
Accommodation provided [S.13(12)] 
Higher of: 
- 4594 of basic salary (2,520,000 0 
- Fair market rent of accommodation (90, 000 x 9 AD need 1,134,000 
2 borne byemployer [S.12(3)] . : 200,000 
ratuity [2" Sch. Clause 13(i 
Less: Exempt up to lower of: G1 2,660,000 
= 50% of 2,660,000 = 1,330,000 
75,000 200) 2,5550 
Pension: Lower of the following [2 Sch. Clause 8] E 
m) 


From Mirza Petro! imi! 
irza leum Limited (50,000 x 3) 150,000 _ a 
m 


From Multinational company (12,000x 12) — 144,000 


—1——————————— 
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N 


49: Numericals Income Tax 


zu property Income [Sec. 15] 
w 


100,000 x ,000 
i e Passe deductions (100/000 x 6) ps 
. MSS. allowance (600,000 x 1/5) .. (120,000) . 
[pect tots 80,000" 
. r-10 
| as Mr. Zameer Ansari 
Computation of income and tax thereon 
For TY 2010 
Income from salary (W-1) 4,230,000 
Capital gain [8.37(3)] 15,000 x (48 — 42) x 75% 67,500 
Income from property (W-2) 221,760 
Total Income under NTR 4,519,260 
Less: Zakat 250,000 
Taxable income 4,269,260 
Tax liability on income under NTR (370,000 + 769,260 x 20%) (2) 523,852 
‘Less: Tax deducted on salary 650,000 
‘Refundable from Government (126 148) 
(VD Income from salary 
Basic Salary [S.122(3)] (200,000x12) 2,400,000 
cal allowance (fully taxable) [25 Sch. Clause 139] — (30,000x12) 360,000 
[S.12(2)(c)] (10,000x12) 120,000 
hool fee of children [S.12(2)(8)] (15,000x12) 180,000 
Accommodation provided [S.13(12)] (2,400,000x45%) 1,080,000 
‘Car for business use [S.13(3)] (not chargeable to tax) - 
Car partly for personal use [S.13(3)] (1,800,000x5%) 90,000 
encashment [S.12(2)(a)] (taxable in next year) - 


ibution to approved pension fund (Its chargeability will be decided at the of receipt) - 
4,230,000 


é Ets a meum 
4 —————— 
(W-2) Income from property 
Rental (22,000 x 12) 264,000 
Add: Non-adjustable amount received [S.16(3)] 150,000 
Less: Already taxed 
In TY 2008 (9,000) 
InTY 2009 
132,000 
Rtn fe be teed (132,000/10) 13,200 
5$ rent chargeable to tax 277,200 
ess: Repair allowance (277,200 x 1/5) (55,440) 


221,760 
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TY 2010 
1-04-10 


Shares Sold 
em 


Consid. Rec 

(48 x 15.000) 
Less: Cost 

a. Cost of Shares 
b. Cost of right 
c, IFS 


IFCG 


e men o 20O year i epist ny Ra 61500 v etm in main solution. 


Answer-11 
Tutorial note: Loss of Pakistan source income cann 


ot be adjusted against foreign source income. 
Mr. Mateen 

Computation of income and tax thereon 

For TY 20X2 


Income from business — FSI 

Income from salary — PSI 

Income from other source- PSI  [S.39()(8)] 

Loss from business — PSI [S.56] 

Income from capital gain — securities 

Total income 

Less: Gain on disposal of securities — taxable separately 
Taxable income 


(W-1) 
(180,000/10) 


(10,000 x 100 — 1,000,000) 


Tax liability on income under NTR (670,000 + 127,100 

Less: Foreign tax credit (lower of) [S103] — ia 
— Actual foreign tax paid 
= Pakistan tax (698,598/5, 127,100) x 535,000 


re E credit disallowed 

l: Tax on disposal of securities 
Total tax liability 

Less: Tax deducted on salary u/s 147 


Less: issi 
Tax deducted on commission (500,000 x 10%) 


[8.62] 


s Payable to Government 
Business loss to be c/f IS.57(12) (350,000 — 18,000) 


As Zakat i 
“not aid under Zakat and Ushr Ordinance 
50 it will not 


be allowed as deduction. 


— 


30-6-10 


(000) 
720 


0 
0 
630 
(630) 
20X 75% = 67.5 


535,000 
4,592,100 


18,000 
(350,000) 


m 
5,127,100 


4 Sch, Clause 13(iv)] 
350,000 


p" 
See M 
[s1200] 75,000 _ (5,000) 
: ^ 000 275,000 
of un-Serv notice period [S.13(10 Pom 
g.12(2)(2)] od 
s. 120X9 ] (21,000x12) 2 eres 
] medical expenses (exempt being as per terms) [2 pp 
ation charges (exempt being as per terms) 7j S Sch. Clause 139] i x 
(not chargeable) d nte 
(dar 000x 62,500 
,000-20% of 6,000 j 
j (1,500,000x 10%x6/12) ) 
5 a 75,000 
[s.12QX )] 500,000 
4,592,100 
Mr. Khursheed 
tation of income and tax thereon 
Fo! TY 20: 
(w-l) 21,200,000 
(700,000 - 500,000 pon 
(2 60,000 
21,460,000 
(200,000) 
500,000 
13,760,000 
Eo 
13,632,500 
7,793,938 
2,345,000 a p uso 0 Cw 
[S nor io be taxed on Webs y 
10 commiss! 7,168,938 
2m 
_ 500,000) X 12 5,193,938 
700,000 4,730,000) 
M 
os. 
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e Tax 
Chapter 19: Numerieals Incom' 


ta (400,000 x 6) 
Sy ce from sa 18:200) (15,000 x6) 
Basic Salary 


(2,400,000 x 10%) 
Medical allowance , 


Less: Exempt up to 10% of basic salary 


(2 Sch. Clause 139] 


] (2,400,000 x 10%) 
[s.12QX(0) 


12) 
,000 x 5% x 6/ 
Utility allowance (5,000. 


d Sch. Clause 139] 
; 130) ms) [2" So 
Car proads” D Ta because not as per terms) 
piconets baa [2" Sch. Clause 13(iv)] 
jratuity 


z up to lower of: 
ki SN of9, 100,000 = 4,550,000 
- 75,000 
Car transferred 
Golden hand shake 
Salary income 


[s.130] (2,800,000 - 2,600,000) 


(W-2) Income from property 


Gross rent (25,000 x 3) 
Less: Admissible deductions 

Repair allowance (75,000 x 1/5) 
Income from property 


b) Items not included 
- Rs, 10,000/month deducted from his sal: 
this amount. 


~ Business loss of Rs, 750,000 
[S.56()] 

- Capital loss of Rs. 500, 
forward [S.56(1)] 

- Sale of personal car has no 
capital asset, [S.37(5)] 


Answer-13 


^ , Dr, Sona 
T US Ts tg of income and tax thereon 
Income from Other source P 
Income from erty m 
Taxable income under NTR Da 
Tax liability on in 
SS: Tax credit on donation 61 (220009 2251 600 x 35% 
slower of: 300,000 or soy, of 098060/8,251,600) x 300 " M 
Tax payable t0 Government M RS i 


Ote: It is assumed i 
that charitable donation js Paid through ¢ 
Tossed cheque, 


A su 
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T9 


2409 


450,000 1009 


(240.000) 2105, 
OQ 


240,009 


125,099 


1,500 
9,100,000 00 


75.000) 9,095.95 


200,009 
7,500,009 
21,200,009 

0 


75,000 


20.000" 


lary will have no impact because it is no where provided in law to deduct 
cannot be adjusted against salary during the year, so it will be carried forward, 
000 cannot be adjusted against any other head during the year, so it will be carried 


impact because as per the definition of capital asset personal moveable property is nota 


7,436,600 
75,000 
740,000 
8,251,600 
2,008,060 
(73,008) 


inan 


[S.18(1)(8)] 


[S.18(1Y(a)] . 4,400,000 
J Xo 3,950,000 
« Expense 8,350,000 
.. Rent of. clinic [S.20(1)] 
. Depreciation motor car (96,000 x 4094) 
Depreciation surgical equipment 
Salary to assistant [S.20(1)] 
Clinic running expenses. [S.20(1)] 
Car expenses [S.200)] (200,000 x 40%) 
(913,400) 
7,436,600 
[S.39] 75,000 
870,000. 
700,000 
(50,000) 
(50,000) 
550,000 
(550,000/10) 55,000 
925,000 
ble deductions 
ince (925,000 x 1/5) (185,000) 
740,000 
nse is not an allowable deduction.[S.21(h)] 


equipment is not an allowable deduction, rather their depreciation will be allowed as 


Beena Sikandar 
Computation of income and tax thereon 
For Tax Year 2012 

(W-1) 5,540,000 
(W-2) 1,650,000 
7,190,000 
falling under NTR (1,220,000+ 1,190,000 x 35%) (1) 1,636,500 

(1,636,500/7,190,000) x 250,000 

30% of 7,190,000 


Scanned with CamScanner 


‘Scanned with CamScanner 


ricals Income Tax 


67 
E. (670,000 + 1,379,500x 22.5%) (2) 980,388 
i on- ved pension fund [S.63 
BP 000 020% 0579,09 8 6379.00x 01,90 22 

5t hase of listed shares [S.62] e 

í T 9; 
OF 1,100,000 or 20% of 6,379,500 or 2,000 ee pins 
falling under normal tax regime i = 
-Open Ended Mutual Fund {(4,000x58.6) - (4,000x50)] x12.5% 


719,135 
4,300 


ws 149 723,435 
737,000 


fundable from Government 
13,565 


(300,000 x 12) “5,600,000 

2(2)(¢)] (15% x 3,600,000) 540,000 
Sch. Clause 139] (12% of 3,600,000) 432,000 

10% of basic salary (10% of 3,600,000) 60,000) 72,000 


ed [S.13(12)] 


(45% x 3,600,000) 1,620,000 
(430,000 x 12) 1560000 E) 


% of 1,600,000 — 3512.000. 
(5% of 1, ) 5,912,000 


^ $70,000 
(8,000 x 7586) = 6,000 x Rs. 145/share _ (852,000) 


(6,000 x 142) = 18000. 


13,500 


(18,000 x 75%) 
300,000 


(50,000 x 6) 
Bm, 

(48,000 x 

($0,000 x6x! 10%) 
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„ Aslam 
Answer-17 Mrs 


Income from salary ' 


From SL 


.12(2)()] ; 

Leave encashment Bi x pe 1300] 
Gratuity [2™ Sch. 
Less: Exempt (lower oft) 

- 50 % of 500,000 

-or 75,000 : m sch. Clause 139] 
Reimbursement (Exempt assuming as per terms) [2" Sc 
From HPL 0 x 12 
Basic Salary [S.120(3)] pera bes ) 
Medical allowance [S.12(2(c)] Tes of 2,400,000) 
Less; Exempt upto 10% of basic salary (10% of 2,400, 
Rent free accommodation [S.13(12)] 
Higher of: 

P . p of basic salary (45% x 2,400,000) 
-~ Annual letting value 

Travelling allowance — [S.12(2Y(c)] (20,000 x 12) 
Employer contribution - Provident fund (10% of 2,400,000) 
Less: Exempt (lower of:) 

- 10% of 2,400,000 

- 150,000 


Employee contribution (Ignored being already part of salary) 
Shares acquired under scheme [S.142)] 
Fair market on date restriction released (5,000 x28) 
Less: Cost of shares 


ue benefit [S.13(7)] (Exempt because loan less than Rs. 1,000,000) 


p transferred [S.13(11)] 
Taxtobebome [s, 12(3)] (W-2) 
Gain on securities [S. 
2 Ja 7 [S.37A] (acquired after 1.7.16) (W-1) 


Less: Income from ital gain — 
Toti Income ae gain taxable separately 


z Sec. 
Taxable income pes 
Tax liability on income falli NTR 
7 "8x credit on charitable 'onation [S d 5 
i000 07 30% ofS agg (934.72/5,729 
7.16) 


and tax liability 


Mrs. Aslam 
le income 
tion of taxab 
Calcula TY2022 


29,654 x 2 


500,000 


(75,000) 


720,000 
240,000) 


1,080,000 
480,000 


140,000 


2.5%) 
654) x 70,000 
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140,000 


150,000 
4,580,000 

734,654 
5,834,654 


— Uw 
5,854,654 
20,000) 
5,834,654 

— (105,000) 


5,729,654, 


ig ccr 


160,000 


(5,000 x32) 


ged under salary 


mployer[S.12(3) 14009 
] 

140200) 

ior 


(370,000 + 1,089, ,000 x 20%) 4,580,000 


(4,580,000 + $86,000 cM 
(670,000 + 166,000 x 29 5%) 5,166,000 


107,350 
(4,580,000 + 707,350) et 
(670,000 + 287,350 x 22.5% Q 287,350 


4654 


Rs. 


administrative expenses 


a (W-1) f (31,850) 
before depreciation [S.57(1)] (4,000) 


brought forward (500) 


ble donation [S.61] ae 2) 


[S.57(4)] (8,650 — 9,000) 


[S.21(8)] 
[S.61] en 
Pri ($00 
| mswyar RT 31,850 
jn brought forward from previous 
and exclusively for the 


wholly 
sin or en pron 
is allowed as under not allowed es e is ot alowed as 
: pom is MICI law, cause itis nota vi jati 
i as deduction 
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Income Tax 


Chapter 19: Numeric 


-profit orgal 


1 ide to è : 
A tax credit will be allowed for donation mà holly and exclusively for the purpose of business ang 
allowed. R : +s brothel is inci nd dim under the head oim from business [s20 
jd to Bari who is QUE allow i j law, rule or regulation is not al} Ji 
T ni properly deducted, th ds SES jd for violation ot environmental and safety laws ig wt P 
As per he provisions of law any fines ronment for infringement © S therefor, 
í i eee i 
deduction. Fine paid to the oid rt of current year depreciation and will be adjusteg 
not allowed as eee pa B ation will be vested " p SH 
- 4 /f busi . 
Dru efre depreciation after adjustment ofb 
Answer-19 : 
Mr. Sultan x i 
Calculation of taxable incom nd tax liabili mm Ex —— 
cone fm aer eue ms (1,519,000) 243198 
Income other 3 7 2 43100 
Income from business (W-3) cy 
Taxable income 00 x 27.5%) 245541 
Tu fiabiliy on income falling under NTR. (2,345,000 + E 413 12,401,500) x 100,000 (19,59 i 
Less: Tax credit on charitable donation u/s ae T€ ,455; 
i Y jo, 
C is lower of: 100,000 or 30% of 12,401, (2,455,413 / 12,401,500) x 500,000 (68,997) 


Less: Tax credit on contribution to pension fund u/s 63 
C is lower of; 500,000 or 20% of 12,401,500 


Payable to Government 
-1)Income from salary 
Haie m [S.12(2) (a)] (480,000 x 12m) 
Medical allowance [S.12(2) (c)] (48,000 x 12m) 
Utilities allowance [S.12(2) (©)] (55,000 x 12m) 
Accommodation provided [S. 13( 12)] 
Higher of: 
- 4596 of basic salary (5,760,000 x 45%) 2,592,000 
- Fair market rent of accommodation (75,000 x 12) 900,000 
Leave encashment [S.12(2)(3)] 
Hospitalisation [2"Sch.Clause 139] (Exempt being as per terms) 


Reimbursement of personal expenses[S.12(2)(d)] (550,000 x 15%) 


(W-2)Income from other source 

Receipt of board meeting [S.39(1)] 

Car won in lottery [S.39(1)(h)] 

Loan received from father in cash [S.39(3)] 

Lit. work (Assuming that it is favourable for tax payer if spread over 3 Y) (1,200,000/3)[S.89] 


(W-3)Income from Business 
Net income 
Add: Sali id in cash 
Add: titer immoveable Sees 2 El 
Seer (W-3.1) [S22(13X) 
| depreciation (74,820,000 x 1095x509) — — 
£43.11 Gain on sale of immoveable property $22 
Com m T [ ; (13)(4)] 
Cost 
Less: Accumulated deprecias; 
Preciation (1,400,000 - 600,000) a 00) 


Scanned with CamScanner 


Da pny 
2,336,617 
36 617 


5,760,000 
576,000 
660,000 


2,592,000 
300,000 


82,500 


ENSE UL. 
9,970,500 


200,000 
850,000 
2,500,000 


ricals Income Tax 


include 
Salary of Rs. 25,000 or below can be paid in cash, so it is allowed as deduction. 
^ Utility bills can be paid in cash, so it is allowed as deduction. 


2 
m Mr. Tahir 


Income and tax thereon 


TY 2021 
business 
T IINE 1,057,000 
Adi: Accounting depreciation (1,500,000 x 15%) 225,000 
Computer software wrongly included in expenses 975,000 
Cost of feasibility wrongly included in expense 250,000 
Financial charges on leased asset 80,000 
Depreciation on leased asset 260,000 
Personal car expenses [S.21(h)] (295,450 x 20%) 59,090 
Provision for bad debt [8.29 (1)] 25,000 
1,874,090 
Less; Initial allowance on machinery [S.23(1)] (1,500,000 x 25%) 375,000 
Tax depreciation [S.22] (1,500,000 - 375,000) x 15% x 50% 84,375 
Amortization on computer software [S.24(4)] (975,000/10 years) 97,500 
Amortization on pre-commencement Exp. $.25(2)] (250,000 x 20%) 50,000 
Lease rentals paid [S.28 (1)(b)] 384,375 
(991,250) 
1,939,840 
rom capital gain 
Gain on disposal of immoveable property (W-3) 3,000,000 
Total Income 4,939,840 
Less: Income from capital gain — taxable separately (3,000,000) 
Taxable income under NTR 1,939,840. 
Tax liability on income falling under NTR (70,000 + 739,840 x 15%) 180,976 
Less; Tax credit allowed (higher of) [S.62] 
- On Purchase of shares (W-1) 36,195 
- On insurance Premium paid (W-2) 27,988 (36,195) 
Add: Tax on disposal of immoveable property (3,000,000 x 3.596) 105,000 
Payable to Government 249,781 
(W-1) Tax credit on purchase of Shares [S.62] (180,976/1,939,840) x 387,968 36,195 
C is lower of 600,000 or 20% of 1,939,840= 387,968 or 2,000,000 
(W-2) Tax credit on amount of Premium paid [S.62] (180,976/1,939,840) x 300,000 27,988 
C is lower of 300,000 or 20% of 1,939,840— 387,968 or 2,000,000 
(W-3) Gain on disposal of immoveable property (5,500,000 — 1,500,000) x 3/4 3,000,000 
Items not included 
1. Salary paid to Tahir's brother is an allowable expense as he is working as an employee in the business. 
| 2. Any foreign- source income derived by à citizen of Pakistan in a tax year who was not à resident individual 


in any of the 4 tax years preceding the tax year in which the individual became a resident shall be exempt 


from tax in the tax year in which the individual became a resident and in the following tax year. Therefore 
income of Tahir from UAE is exempt from tax.[S.51] 
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; Nuwiericals Income Tax 


1 yy? Wajahat 
Income and tax thereon 
Tax Year 2021 
E E income and tax liability Rs 
cate (W-1) ( 

B re seeded [S 39(1) G0] ores 
goi sre from business (W-2) 1,234,250 
Tal eet income 2,491,050 

(yes Zak e008) 

.— qpxable incom 2,486,450 

qox liability ity on — under NTR (250,000 + 86,450 x 20%) (1) 267,290 

| less: TAX Tax credit under section 63 (53,458) 

ABxC 267,290/2,486,450 x 497,290 i 
Cis lower of : 
- Actual contribution 890,000 
| -20% of taxable income of current year (2,486,450 x 20%) (See Note) 497,290 
213,832 
Tax on FTR (Dividend) 9,200 
Total tax liability 223,032 
Less: Tax on FTR (Dividend) (9,200) 
to Government 213,832 
Note: Additional contribution of 2% in approved pension fund for age exceeding 40 years was applicable upto 30 


June 2019. As the computations are being made for TY 2021, additional contribution will not be allowed, 


Workings 
oo salary Rs. 
[S. 12 (2) (a)] (70,000 x 12) 840,000 
ES oe [S. 12 Q) ©] (10,000 x 12) 120,000 
ce allowance — [S. 12 (2) (O] (8,000 x 12) 96,000 
Employee contribution (ignored being already included in above salary) $ 
Employer contribution e 400 x 12) 100,800 
Ind Exempt upto lower 

= 1/10th on + 120,000) 96,000 

or - 150,000 150,000 (96,000) 4,800 
Interest on fund balance 391,000 

Less: Exempt upto higher of: 

- 1/3rd of (840,000 + eD 000) n T 
or = 391,000 / 20% x 1 (320,000) 71,00 
Reimbursements of electricity MS. 12 Q) (41 60,000 

L 191,800 

Taree it 2,198,000 
Deductions allowed 

Salary to Yousaf {S.20(1)} (35,000 x 10) (350,000) 

_ Teacher training work shop [$.20(1)] (328,125) 

Initial allowance on computer —[S.23] (250,000 x 25%) (62,500) 
M Tax depreciation on computer (250,000 - 62,500) x 30% x 50% (28,125) 
.. Olher miscellaneous expensestS.20(1)] 195,000 

1,234,250 


paid to himself per month will not be allowed as deduction being personal expenditure in nature. 


et OD OD 


— e 
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Answer-23 Mr. Bader 
Mud Computation of income and tax thereon 
i For TY 2016 
(W-1) 
Income from salary M 


Income from Capital gain 


Total income 
Less: Termination benefits — taxable separately 


Taxable income under NTR 


Tax liability on income under NTR (670,000 + 1,427,250 x 22.5%) 

Less: Tax credit u/s 62 (higher of:) j 
- investment in life insurance u/s 62 (W-3) 46,262 
- purchase of shares u/s 62 (W-4) 16,192 


Add: — Tax on Separate block income 
- termination benefit [S. 12(6)]600,000 x (1,260,000 /10,500,000) 72,000 

(assuming Bader, by notice in writing to commissioner would elect to be taxed on the 

basis of average rate of tax of last three year) 

Total tax payable 


1,016,869 
Less: Tax deducted on salary (1,105 000) 
Tax payable to/refundable from Government (88,131) 
——2nD. 
Workings 
(W-1) Income from sala 
Basic Salary [S.12Q)(a)) (250,000 x 12) 3,000,000 
Medical allowance (28,000 x 12) 336,000 
Less: Exempt upto 10% of Basic Salary (3000,000 x 10%) 
[2" Sch. CI. 139] (300,000) 36,000 
House rent allowance IS. 12(2X(c)] (120,000 x 12) 1,440,000 
Amount received for employment condition [S. 12 (2) (e) (ii)] 900,000 
Benefit on purchase of inventory IS. 13(11)] (22,000-12,000) 10,000 
Car for personal and official use [S. 13(3)] (1,500,000 x 5% x 11/12) 68,750 
Purchase option exercised [S146] — (Wii $ 


Unapproved gratuity from previous employer 485,000 M 
Less: exempt upto lower of ~ 75,000 OR : 

[2" Sch Part Cl. 13 (ivy) | gg = ( ) 
Free medical facility of Rs, 65,000 [2 gon case 53A] (renes (5.000) 4) pe 


te 53A] ( Exempt as employee 
Termination benefit 
600,000 
(W-1.1) I esci 
‘air market value of share on 15.92 
phy is neg — 015 (2,500 x 375) 937,500 
Less : Amount paid for shares ERS 
(W-2) t 70 
Sale of 2,0000 Share (875 000 vate oe 
‘ 000 14(4 
Less Cost otis ub * 5,000 + 10,000) ji 
ae of option un 
Onsideration g; 
vus vena Siven at Exercise of Option (50 20072500) 22,000 tengo 
Less: Bank charges ang s under the lead Salary(W. (437 (007,500) FOE 240,000 
"ekerage commission (437,002,500) x 2'000 350,000 (750,000) 
AS MP is not listed in MN E 
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(A/B. 
lle income IE 
: (991,131/6,427 
d 427,250 
) x 300,000 ag 262 
6,427,250 or 
purchase of shares u/s 62 
(A/B)x C 
income 
E (991,131/6,427,250) x 105,000 — 16192 
(35,000 x15%=5,250shares x Rs. 20/share) 
6,427,250 or 
n is not taxable so Rs 250,000 is ignored. [S. 14(1)] 
loyee and 


ntory on the date it is transferred to emp 


sold we only need the FMV of invei 
loyer of Rs.35,000 and NRV on June 30, 2016 are 


yee to employer. Therefore cost to empl 


TY 2016 M-6-16 
30-615 MV 2375 / share 
5-6-16 
m EG 
cat shares / Sold shares (000) 
of empires reccived GOS) gg 
a shares — (Sia IS nl 
[1 2 NE EE LE Jw 
x ens Cot dum. = b. Cost of right m 
3 ame c. Income fon 3350" 
Less Bank changes 
Less: (765) 
125 
Fca 


na 
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Answer-24 


Notes for students: 
Adi.(i) As reimbursement of Rs. 6,000 is for official purpose so it is not a part of salary, hence ignored 
Adj(v) It is assumed in adjustment (v) that no accounting pain/loss is recorded on transfer of as 


Set to Dubaj 


Mr. Mushtaq 
Income and tax thereon 
TY 2021 
Income from Business (W-1) 
Capital gain (W-5) 
Taxable income 


Tax liability on income under NTR (70,000 + 578,300 x 15%) 
Less: Advance Tax Paid u/s 147 


Payable to Government / (Refundable) 


(W-DIncome from business 
Profit 


before tax 


a) 


Add: Salary paid in cash [S21 (m] (46,000- 6,000) x 12 months x 2 employees 
Research paid outside Pakistan [S.26 (1)) 
Accounting Loss on patent 


Tax Gain on Patent [S. 24 (9)] (524,000 — 430,000) 
Accounting amortization 

Tax bad debt recovery — Atif[S.29 (3) (3)] (W-2.1) 

Tax gain on disposal of furniture [S. 22 (14)] (W-3) 

Accounting depreciation f 


Less: Accounting bad debt recovery — Atif 
Accounting bad debt recovery — Aslam 
Tax bad bedt- Aslam ^ [S.29 (3) 6)] 


(W-22) 


(1,300,000; 
Profit before Tax Depreciation, tax amortization and Initial Allowance 3,064,450 
Less: — Loss before depreciation (830,000 + 705,000) (125,000) 
2,939,450 
Less: — Tax depreciation (b/f) 705,000, 
2,234,450 
Less: — Tax Depreciation, tax amortization and Initial Allowance (cly) (W-4) 667,650 


0 


(W-2.1) Tax Bad debt Rez~very-Atif 00 
Amount Recoverez 700,0 
Less: — Actual Bad debt 


800,000 
ee Cour d allowed as deduction 550,000) 2500 
e d NEC 
(W-2.2)Tax Bad debt Recovery-Aslam 
Amount Recovered 400,000 
Less: — Actual Bad debt 1,200,000 00) 
E eee eR Me Coo Soo. 
ax 


411 
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(1,345,000 + 139,000 x 25%) — 398000 
(375,000 x 12.5%) 
(159,375 / 85) x 100] = 187,500 x 158; 28,125 

——48,125_ 


INS 62) 90,000 
l Government Teas 


S. 12 2) (a)] (*400,000 + (440,000 x 11)) 5240,00 
$24,000 


12 2) (c)) (40,000 + (44,000 x 11)) 
(40,000 + (44,000 x 11)) 524,000 


per terms [2"*. Sch Cl. 139] "TS 


(50,000 x 28 (W-5)) 60,000 
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Chapter 1 
0 x 12) 
wa Income from property ps. 15(0] (1,800,000 — 25,000 x m" 
- Wy 
Gross rental 5 
Less: Admissible deductions (1,500,000 x ) B00 4 
Repair allowance aa) 


(W-3) Incomefromothersourses = enting of building [S. 39 (D (91 
nt of amenities and utiliti (25,000 x 12) 
300,099 


Gross receipt (not given) 
Less: Expenses —> 
30000 
Prize bond [S. 39 (1) (h)] 110,099 
4100 
(W-4) Tax on gain arose on disposal of securities[S. 37A] mr Me 
Consideration on disposal (15,000 x 127 
00 x 60) 3090 
Less: Cost of shares (15,000 x (900,099 
Gain Y 
75,00 
(W-5) No. of installments paid and waived 
Months in TY 2005 (01/05/2005 to 30/06/2006) 
Months in TY 2006 (01/07/2006 to 30/06/2007) D months 
Months in TY 2007 (01/07/2007 to 28/02/2007) F Be 
Onths 


Total installments paid 
Installments waived (50 — 22) 


"Note: On 31 March 20X7 installments are waived so it means that no installment is paid in the month of March E 
cn, 
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Qateel 
Income ang Pte 


TY 202 hereon 


n of contract (allowed 
jation (including 
je — intangible 


Not bein, 
On leased Sete t0 Government) 18.200) 


families — not allowed 


to Govt. [S. 21(g)] 


B lae Yen exclusively tr buaian) 21 


(450,000/15 years) 


(W-1) 


(1,200,000 x 75%) 
00,000 + 1,401,060) 


(8,269,140 x 7.5%) 
premo ((W-2) 800,000 x 15%) 


((W-2) 800,000 x 15%) 


000 x 10% x 50% 
tions 15%) 


+ Zakat Paid 
+ 100,000 
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(3,899,400) 
3,870,200 
900,000 


Mr. Ahmer Ghazi 
and tax thereon 


nswer-27 
utation of income 
Compia For TY 20X8 
R 
(W-1) | "pee, 
from salary 3 ,000(W-3) x 75%] 387, 
5 from capital gain — Disposal ote Eels s 45 n 
Income from Other sources — FI TV Channel nr E 225,96 
Income from property à 256,009 
Taxable Income under NTR Tie 
, (1,345,000 +3 913,333 x 25%) Em 
Tax liability on income under NTR HU 1913 333) x 1,400,000 232133 
Less: Tax credit on investment in new sukuks u/s 62 (2,323,333/ 1,7» eats vt 3 
C is lower of: 1,400,000 or 20% of 11,913,333 oF 2,000,000 (7397 
Total tax liability 2,050,306 
Less: Tax deducted by DPL — (244009). 
Tax Payable 806 
(W-1) Income from salary 0.000 x 12 was 
Basic salary [5.12 QX)] (650,000 x 12) 7,800,009 
House rent allowance [s.12 Q0] (95,000 x 12) 1,140,000 
Medical allowance Clause 139 (70,000 x 12) 840,000 
Health insurance- Exempt being as per terms Clause 139 i 
Production target reward s.122Y0)] A E 180,000 
Interest on. Loan outstanding [S.13 (] (5,000,000 x 4%x 11/12) 183,333 
Withholding Tax reimbursed by employer [S.12 (Xd) 
'-2) Gain on release of restri iction on si already taken to inco from salary on 31.12.x6 
FMV shares (10,000 x 23) 230,000 
Less: 
Cost of shares 
Cost of right a6 Soc. 
230,000 
-3)Income fr: ii S.14 (4 
Consideration received (6,000 x 33) 198,000 
Less: 
Cost of shares - 
Cost of right =; 
Income from salary 70000. HD)» 6,000) 138,000 (138,000) 
10,000 x 
60,000 
(W-4)Income from Property 
Rental received (40,000 x 8) 320,000 
Less: Admissible deductions 
Repair allowance (320,000 x 1/5) (64,000) 
256,000 


415 


Com Putation of trate 


Neo, 
TY 2021 Me ang fay labii 


in — shares of Priv 
ll gain = Securities 


is Company 


(Wa) 


[s210] 


[S.28 (1)X(b)] — (857,000 x 70%) 
sale ofall shares 


194444 
à FENY (2,500,000/4,500,000)] 
(W-12) 


^» 000 x 15%)* : 
(2,50 x 
E i iation is not appli 
2020, so 50% factor for charging depree 
ore 1 July 2020, es 
(500,000 x 75%) 


o 
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sals Income Tax 


Mr. Amjad 
Computation of taxable income 


For tax year 2021 
r Bounces Rupees 
building at Sukkur — Basit (W-1) 950,000 
(W-2) 7,850,000 
disposal of plot in Quetta (Exempt as holding period exceeds 4 years) = 
ome — taxable under NTR . 8,800,000. 
r Facto 
(500,000»6) 3,000,000 


{s.40(1)] 

[s.40(1)] 

[S400] 

Aet 0% x 50%] 
; Bui dep. — {S.40(3)][Rs. 18mill. @ 10% x, 
$ “40(3)] [Rs. 6mill. @ 15% x 50%] 
Plant (-)-Nomsláe. UP 18% x02 


Q. 050,000) 


— 950,000 
— 


3,600,000 
(300,000"12) . 5,000,000 _ 
8,600,000 


(720,000) 
(10,000) 


(20,000) 


7,850,000 
a 


(3,600,000 x 1/5) 


no initial allowance is calculated. 


——— 
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Answer -31 H k of current year will actuai] b 
: i ening stock o Y y 

Note for students: — d from cash to accrual basis, OP will be no error in the opening stock 

H TREE of veda icm using prime cost method) thus es h cost method 

pee qai sa the closing stock should be calculate 

in question. Howe E 


© the 


Blven 


Shahid Enterprises 
Income and tax thereon 
For the tax year 30 June 2022 


Rs. (099: 

(W-I) 5,269 
Income from business 15 51.75 
Income from capital gain — securities (13.805) 5320757 
Total income (51.75 
Less: Gain on disposal of securities — taxable separately B m 
Total income under NTR 0 (93.75) 
Less: Zakat [8.60] 37535 
Taxable income à CÓ 
Tax liability (5,175.25 x 7.5%) [SME rates are applied] l 
Add: Tax liability on separate block A o, 

Tax on disposal of securities [(45 + 6.75) = 51.75 x 12.5%] —— 
Total tax liability i 
Less: Tax already deducted: 

Tax deducted by customers (875.00) 

Tax deducted on securities 6.75 
Net tax liability . ee 
Add: Tax credit disallowed [S.62] 00 
Tax payable/(refundable) 472.28) 
(W-1) Income from business . 
Profit before tax 5,927 
Add: Inadmissible deductions/Adjustments 

Adjustment of. closing stock (3,200 - 2,800) [S.35] 400 
Payment without deduction of tax [S21(c)] (W-2) 440 
Freight charges paid in cash of Rs. 85(Allowed) [S.21()] « 
Salary paid to shahid brother of Rs, 80 p.m (allowed) 3 
Capital expenditure [S.21(n)] 950 
Penalty [S.21(g)] 15 
1,805 
Less: Admissible deductions/Adjustments 
Capital gain , ® 
Rent from agriculture land [S41) 
Profit before depreciation 1,25 
Less: Tax depreciation (b/f) 6,707 
— 668) 
Less: Tax depreciation (ly) [W-3] 6,139 
Income from business 870 
(92) Packing Materiat EL 
Purchases disallowed (lower of): 
= fuse on which tax not deducted; or 
s = % of total purchases (20% x 2,200) 2,200 440 
Ta Amona oe Benreriation and Amort ation 440 
Tax depreciation [S24] : 190 
680 


CENE 
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Bm 


Mr. Sa 
Beer 
Income and tax thereon 
For TY 2029 
ital gain — Disposal of securities (Sep. block (W-1 - 
E : : 4) 
gain Disposal of immoveable pd d äi WDN) 4,045,000 
Foreign source income P. block) (W-3) uel 
— .. (W-4) 777,913 
m capital gain — immoveable property 5,572,913 
750,000 
4,822,913 
(1,446,874) 
ome under NTR (195,000+876,039x 17.5%) ee 
because of full time teacher si 
% x 545,000)] = 479,000 x 25% (119750) 
228,557 
lit on income from business (lower of): 
e rate of tax (228,557/3,376,039) x 777,913 - 52,664 
tax paid (W-4) 62,233 (52664). 
175,893 
of immoveable property 750,000 x 3.596 As =i 
(160,000) 


42,143 
Rs. 35,000 can be carried forward to three subsequent tax years. 


le from Government 
securities amounting to 


2,400,000 
[S.120)8)] gno: - T 
p ov n m 
.13(12)] 
E. (2,400,000 x 45%) 1.080000 = 
f accommodation (80,000 x 12) o 
rent o pi 
(15,000x 12) 
(150,000) 30,000 
1,420,000 
10,000 x 142) (1,050, 000) - 
(10,000 x 109 175,000 : 
100,000 
efit provided by employe) E 
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ital gain 
a fr 675.00 
(W-2) Gai disposal of se urities =H come 000 x 135) M 
Consideration received 
Less: Cost 
Cost of shares ` 
Cost of right 
der salary : 
gi 1,420,000 x 5 000/10,000) — — (110,009) 
quee ij —— (35,000) 
Loss on disposal of securities rty- In ome from ca ital gain 
(W-3) Gain/loss on disposal of immove ble prope’ 
Q0 — 14,000,000) x % 750,0 
Gain on disposal of house in Karachi (15,0000 h olding period exceeds 4 years) — 
Gain on disposal of inherited property (Exempt as 150097 
"W-4) Income from Business — Foreign Source 715,680 
Aeron uri — gum 
Add: Withholding tax (15; 9 771,913 
Answer-33 
(a) 
Farheen 
Computation of Income 
For TY 2020 Rume 
W-1) 1,976,000 
Income from property ( ? 
Income from other sources (W-3) ___3,690,000_  , 
Total income 5,666,000 
(W-1) Income ert 
Rent from Bungalow - Abbas [175,000 x 9] 1,575,000 
Rent from Bungalow — Zafar [175,000 x 3] 525,000 
Non-adjustable security deposit — Zafar (W-2) 150,000 
À A 2,250,000 
Forfeiture of deposit for sale of plot 176,000 
Gross rent chargeable to tax 7 2426000 426,000 
Less: Admissible deductions 
Repair allowance [2,250,000 x 1/5] (450,000) 
(W-2) Non-ad 1,976,000 
Received from Zafar 
Less: Already taxed 2,500,000 
- InTY 2016 
- In TY 2017 @,500,000/10) (250,000) 
- InTY 2018 (2,500,000/10) (250,000) 
- In TY 2019 (2,500,000/10) (250,000) 
(,500,000/10) —— (250,000) 
(W-3) Income from other sources 1,500, 150,000 
SE ,500,000 /10 15697 
Less: Payment for security services eges x12] 
CETT SM n [40,000 x 12] (480,000) | 120,000 
Rentals from lease of factory wi 2,400,000. 
Additional payment of. ere E SP rer X oye 
Income from other sources [S.39(1Y(ec)] 
421 
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S Incumw ~~~ 


is a returning expatriate because he was not a resident i i 

fore, his foreign source inc i eny af the pred clin 
B ig, ome for the tax year 2020 from the restaurant is exempt. 
y exceeding Rs. 25, 
s’ bank account a! 
iness. In this case. 
y salary of Rs. 7 
e will be disallowed. 


000 per month should be paid through cheque or direct transfer to the 
to claim it as a deduction from income 


fier deduction of tax (if any), 
"yes Ahmed had deducted tax at source from salaries, however he 
,000 ((840,000/2)/6) to each employee in cash. Therefore, this 


t of the business falls under the 
amortization is charged on straight 
isallowed and Ahmed will only be 


nducted before commencemen 
of pre-commencement expenditure on which 2096 


s, Therefore, the full amount of this cost will be di 
a deduction of Rs. 120,000 (600,000x2096) as amortization. 


of feasibility study co 


fit organization in USA because 


will be allowed for donation paid to the non-pro! 
ition of non-profit organization as per the Income Tax Ordinance, 


ion 61 on the donation paid will be allowed if donation is m 
ospital listed in 13" Schedule. 


ade to 


redit under sec! 
ent hospital or to a h 
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FREQUENTLY ASKED 
UESTIONS 


If word ‘earned’ is mentioned in question with dividend/interest income, it me. 


Y 3 ; ' " 
amount (before deduction of tax). For calculating tax, simply apply rate on this Bross am dit 
dividend/interest. 1 . 

2. In ‘Income from property (IFP)’ numerical, ‘interest on house loan (profit 9n debt will 
treated as a deduction under IFP instèad of deductible allowance because deduction is m E 

E 0) 
beneficial for the taxpayer, . 1 ; ill b AR 3 

3. If director is an employee of the organization, director's fee will be added in his Income a" 
m 


salary, otherwise it will be included in his Income from other source, 
Loss on “securities” can be carried forward for 3 tax years while loss on “capital üSsep* fal 
$ 


under normal tax regime, therefore it can be carried forward for 6 tax years. 


5. If the question is silent about the com 


if holding period is more than one Year" 
apital gain falls under norma] tax ur 
jewelry etc.). This 75% provision is not applicable in Case of sepan 

e 


accountant while preparation of profit and loss by accountant, 
8. Incase of calculation of income under the head ‘Income from salary’, 
i car benefit (car provided by employer to employee) and 


14. If an employer provid i 
i Provides health ee benefit to employee, then it will be dealt in accordance 
Ver, if employee is Paying his health insurance premium 
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qMMARIES 
Dies OF VARIOUS 


20: Summaries of Various Topics 
CHAPTER 20 
SUMMARIES OF VA 


INCOME FROM SALARY 
; Receipt basis 
; No deductions are allowed under the head ‘Income from 


Le jon 


— Pay, wages, leave pay, payment in lieu of | Fully taxable 
- jeave, overtime payment, bonus, commission, 
gratuity or work condition supp 
F. Reimbursement of expenses to employee Fully taxable. However expenses reimbursed to meet 
official duty are not 
ii cash allowances (other than medical Fully taxable. However allowances paid to meet 

allowance) e.g. education allowance, house official duty are not taxable. 

ent allowance, utility allowance, subsistence 

allowance etc. 


— Amount paid to fulfill any conditions of 
nent 


employme 
6. Amount on termination of employment | Two options 
RING golden hand shake rena) 1. Treat in normal way as a part of calculation of 
taxable income 
2. Tax this amount on the basis of last three 


cars average tax rate 
O e 
| 9 = : und i Exempt up to lower of: 
: e 1/10° of basic salary + dearness allowance or 


CCCI 


Terea calculated @ (10% - interest rate charged by 
employer) is taxable. 


Xo interest benefit arisi so nothing is tax 
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mmanes OF varus s E ux 


5% of cost or FMV of vehicle depending on wiets ; 
ó 


or taken on lease respective] 


20. 


Conveyance provided to employee partly for 
personal and partly for official use um 
Conveyance provided to employee solely 


personal use 
Conveyance provided to employee solely for 


business use 
i or 
Services of a housekeeper, driver, gardener 


: other domestic assistant are provided to 


1 sed - 
is purchases or FMV of vehicle depending on Wai 
pe vache or taken on lease dee 
itis p 

No treatment 


i by employer] 
l aid to these persons Ver les; 
Ea sald by. employee to employer for receiving 


rvices is taxable 
these services 1 —— : 
fair market value of the utilities provided less amount 


employee 


. Utility services provided 


paid by employee to employer for receiving these 


AES le 
services is taxab : = 
Amount of loan waived is taxable 


29. 


30. 


3l. 


32. 


:33. 


34. 


35. 


36. 


37, 
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- Waiver of loan payable by employee to 


Amount paid by employer is taxable 


. Liability of employee towards any third party 


employer 


paid by employer 


- Where employer transfers any property to 


FMV of asset transferred less amount paid by 
employee to employer 


employee (e.g. house, car, fridge etc.) 


- House provided/ Accommodation provided 


Pension 


Higher of following amounts is added: 

45% of basic salary or 

Amount that would have been paid had no 
accommodation been provided by employer 
Fully exempt subject to the condition that person is 


citizen of Pakistan. E J A 
Where more than 1 pension is received by a citizen of 


Pakistan than higher amount of pension will be exempt, 


Government employees; 
Gratuity 

Commutation of pension 

Non-Government employees: 

Gratuity fund approved b: Commissioner or 
Gratuity scheme approved by FBR 
Non-Government employees: 

Unapproved gratuity received or 
Unapproved commutation of pension 


Free or concessional services provided by 
transporters, hotels, educational institutes and 
hospitals to its employees 

Gain on disposal of rights acquired under an 
employee share 


Shares acquired under an employee share 
scheme without any restriction on transfer 


Shares acquired under an employee share 
scheme with restriction On transfer (Shares are 
in the Possession of employee till the date he 
has free right to transfer the shares) 


Fully exempt subject to certain conditions 


Fully exempt aT: 
Exempt up to Rs. 300,000 subject to certain conditions 
Exempt up to lower of: 
- 50% of amount received or 
- Rs. 75,000 

Subject to certain conditions 

Fully exempt Subject to certain conditions 


Cost paid to acquire shares — 
Cost paid to acquire right 
Polning is taxable; 

of shares at Ee 
transfer the dag E — 
Cost paid to acquire shares — 
Cost paid to acquire right 
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ich payment of foreign tax on salary is mandatory for availi i 
ry received by a resident Exempt x ailing exemption 


hich payment of foreign tax on salary is not mandatory for availing exemption 
Foreign source salary earned by a citizen of Exempt 
istan who leaves Pakistan during a tax year 
and remains abroad during that tax year 
Foreign source salary income derived if the 
on receiving this income is a returning 
expatriate i.e. a person remains abroad for last 


preceding 4 years 
ing agent; Employer whether it be individual, AOP or Company is required to deduct tax on the salary 
income of employee. 


Exempt in the year in which he became resident and 
the following tax year only. 


NCOME FROM PROPERTY 


INCOME FROM PROPER! Y. 
“Rent” means: 
» any amount received or receivable by the owner of land or 
« any forfeited deposit paid under a contract for the sale of land or a building. 


a building against use of the land or building, and 


Treatment 
Taxable (higher of following): 
- Actual rent received 
- Fair market rent 
Adjustable advance received from tenant at the time of | No treatment because automatically taxed by becoming 
handing over the property the part of monthly rental income 
Non-Adjustable (and refundable) advance received from | Taxable in 10 equal yearly installments. 
tenant at the time of handing over the property 
However, if the tenancy changes hands then from the 
amount received from new tenant the amounts already 
taxed in respect of advance received from previous 
tenants will be deducted. The figure arrived out as 


Stems 
Monthly rental of land or building 


| above will be taxable in 10 equal yearly installments 
Fully taxable in the year of receipt 


Forfeited deposit paid under a contract for the sale of 


land or a buildin; 


fi e c 

Following amounts are not charge 
income from Other Sources: 

* Rent received for the provision © 

building. 1 " 

*  Rentreceived in respect of the lease of a building together with plant and machinery. 


able under the head income from property rather they will chargeable under the 


f amenities, utilities or any other service connected with the renting of the 
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5a | I 
INCOME FROM CAPITAL GA 
Tax treatment on ua 7 o 


Capital Asset ETAT company | : -— 
A company that does not fall un p! T zu m chargeable ; | Loss aan 
definition Y loss is allowed as deduction be 


i iod > 12 months . 100% A 
Holding perii Z100% gain is chargeable Í carried 
Holding period < 12 months . 10095 loss is allowed as deduction Pra | 


Jewelery, painting, sculpture, drawing or a 
work of art, a rare manuscript, folio or bool 4 
postage stamp, first day cover, a coin, medallion an 


| an antique: % gain is chargeable 
Holding period > 12 months ee ee is not allowed as deduction 
: - - 100% gain is chargeable — 
E3 Holding period < 12 months Loss i ka ot allowed as deduction 


Gain is not chargeable d 
Loss is not allowed as deduction 


An asset on whom gain on disposal is exempt 


Immoveable prope: 


Securities (As per Chapter 10) 
Determination of Cost of Capital asset in special cases 


If the capital asset is received by a person as: 

* Gift from a relative 

* Under a will 

* From AOP by its member on liquidation of AOP 

* From company by its member on liquidation of 

compan; 

If the shares are received 
employee share scheme 


Method of determining cost 
FMV on the date the asset is transferred 


by an employee under 


* Cost paid by employee to acquire shares 
* Cost paid for acquiring right 

e Amount charged to tax under the head salary 
(In other way: FMV of the shares on the date these 
become chargeable under the head sala 
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vision of amenities, utilities or any 
cted with renting of building 


ived as consideration for the 
ion of property, including 
a right to explore for, or exploit, 


m person other than relatives 

f any benefit, whether convertible 
ed in connection with the 
tion of property 
yy a person as consideration for 
n of a building or part thereof, 
d by the person to 
h building or part thereof, 


deducting 
Taxable afte y 
T deducti 
depreciation etc. ucting relevant expenses such as 


Taxable after deducting relevant expenses 


Fully Taxable 
Fully Taxable 
Fully Taxable 


Fully Taxable 
Fully Taxable 


the amount shall be chargeable in the tax year in which 
it was received and the following nine tax years in 


equal proportion. 


Scanned with CamScanner 


SSoor | " H 
f Various Topics 


Chapter 20: summaries © 


y COMMISSIONER (CH 


DB 
TO BE ISSUE 
NOTICES RE UIRED Consequences on 


ae | 
: Maximum time | Consequences ory 
- Duc date for compliance | its in which complying with the 
Scenario Commissioner notice 


Section 


NEM S ee 

S.121 (1) (ab) 
1s to be filed by Best jud 

" tum for Return is to St judgment 
Notice to file a re! assessment 


the date specified in the 


114(3) 
riod of less than 12 Á 
odd notice d Notice may be S.121 (1) (ab) 
LO Ice si Su dot from the issued in respect Best judgment 
income to a person who wi of any of the last 5 | assessment 


f i notice 
has not filed it date of service of completed tax 
ears 


SIMO 
Best judgment 
assessment 


By the due date specified 


Notice to file wealth " 
jn the notice 


118(4) | statement 


117(3) | Notice to furnish the By the due date specified 
return where person has | in the notice 
not informed 
Commissioner about 


discontinuance of 
business 

120(5) | Notice to taxpayer where 
120(6) | the return of income 
furnished is not complete 
(discussing the 
deficiencies) 


Notice can be S. 120(4) 
issued within 180 | Return will be treated as 
days from the end | invalid 
of financial year in 
which the retürn is 


furnished 


By the due date specified 
in the notice 
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Ta) 


EO 


: EQUIRED TO BE PASSED BY COMISSIONER (CH 
-15 


Peri Tu 3 
eriod with in which order is to be issued 


made 


Only be issued withi 
ith s 
relies in 5 years after the end of the tax year to which it 


"Amended assessment order 
aking first amendment) 
Amended assessment order 


(Making second or 
subsequent amendment) 


Order in which a mistake is 
rectified 

Order of revision 

Provisional assessment order 
in case return is not filed after 
receiving notice 

Provisional assessment order 
in case of concealed asset 
‘Assessment order in relation 
to disputed prope! 

Assessment order or amended 
assessment order is to be 
issued to give effect to an 
order passed appellate 

authori! 

Assessment order required to 
be issued where an 


assessment order has been set 


| aside by any appellate 


authori 

‘Assessment order required to 
be issued Where direct relief 
is provided by CIR(A) or 
ATIR 


——— 


5 years fro 
con bw p financial year in which the Commissioner 
reated as having issued the original assessment order 


later of — 
a i 
(a) vide from the end of the financial year in which the 
ommissioner has issued or is treated as having issued the 
original assessment order; or 
(b) 1 year from the end of the financial year in which amended 
assessment order was passed. 
An order under can be passed within 5 years from the date of the 
order which is required to be rectified. 


at 


Within | year after the end of the financial year in which the decision 


of the Court is made. 
The Commissioner shall issue the order within 2 years from the end 
of the financial year in which the order of the appellate authority is 


served on the Commissioner 


The new order will be passed within | year from the end of the 
financial year in which the order of appellate authority was served 


The Commissioner shall issue appeal effect order within 2 months of 
erved on the Commissioner 


the date the order is $ 


o CC t—s 
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Residen! 


from salary ^ 1 je) 
si from business (including foreign so rce) 
Income from capital gain (in uding foreign 
Income from other source (inc f 
Income from property (including 


Total Income 
Less: Income taxable under separate block 


- Gain on securities 
~ Gain on disposal of immoveable property 
Less: Zakat 

Less: Profit on debt on house loan 

Less: Education expenses of children 

Taxable income under NTR 


Gross Tax liability on income falling under NTR 
Less: Foreign tax credit 

Tax liability after foreign tax credit 

Less: Tax credit u/s 61-63 

Net Tax liability under NTR 


Add: Tax on separate block 
- Taxon securities 
- Taxon disposal of immoveable property 


Add: Tax,on final income 
- Tax on dividend income 


Total tax liability (A + B + C) 
Less: Taxes deducted/ collected 
Tax deducted on dividend income 
- Tax deducted on salary be employer 
- Advance tax paid on income from business 


Add: Tax credit disallowed u/s 62 
Tax payable to Government 


HE a RR 
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COME TAX 


t Individual 


(A) 


(B) 


(C) 


— 
; ) 
=) 
E: 
( ) 
HOMES 
pence al 
XXX 
— xxx) _ 
XXX 
— (Qu) 
XXX 
[xx] 
E 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
(Xxx) 
XXX 
XXX 


ion-l 
Quest has been living in Ghanna since 2002 


Mr. Amjad has bee 
following information for TY 2011: ; He came back to Pakistan on A, 
on August 14, 2010 
Business Income . He has 
Capital gain PSI 
(346,000) 
900,000 


No tax has been paid on both of forei 4 
Calculate his tax liability? reign source incomes, 


ion-2 


Mr. Hannan has been living in G : 
g hanna since 2002. He came back to Pakistan on March 14, 2011. He h 
$e . He has 


disclosed following information for TY 2011: 


Business Income PSI 
Capital Gain (346,000) 
No tax has been paid on both of foreign source i 900,000 
Calculate his tax liability? ICD orna 
Question-3 
Mr. Syed Aamir Ali has following incomes 
Business Income — PSI 
Business Income- FSI 
1. Actual foreign tax paid on FSI is Rs. 90,000. / 
000 as share of profits from an AOP in which he is a member. 


2. He has also received Rs. 200, 
amounting to Rs. 25,000. 


3. He has also paid donation to approved charitable organizations 


4, Zakat paid during the year is Rs. 18,000. 
Calculate his tax liability? 


FSI 
460,000 
380,000 


FSI 
460,000 
380,000 


Rs. 
600,000 
350,000 


E a 
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Capital gain 

Business Income 
Taxable income 
Tax liability [5% x 154,000] 


lete provi: 
$ wn the comp! 
As per 51(1) foreign source income is exempt. Write do 


Answer-2 h 
Taxable income and tax liability 


Capital gain 
Business Income 
Taxable income 
iability [59 .000; 
fie ide Von le non-resident is not chargeable to tax. 
Answer-3 
Business Income — PSI 
Business Income — FSI 
Total Income 
Less: Zakat 
Taxable Income 
Add: Share of profit from AOP for rate purpose 


Taxable income for rate purpose 
Tax liability [10,000 + 10% x 532.000] 
Actual Tax liability on 932,000 (63.200 _ x 932,000) 
: 1,132,000 
Less: Foreign tax credit - Lower of: 
- Actual foreign tax paid 
~ Tax at average rate (52,034 x 350,000) 
932,000 
Less: Tax credit on donations = i 
i AXC= 63200 x 25,000 
C is lower of: 1,132,000 
- Actual amount of. donation 
~ 30% of taxable income 25,000 
(932,000x30%) 
Payable to Government 279,600 
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sion in exam. 


600,000 
350,000 
950,000 
(18,000) 
932,000 

. 200,000 
_ 1,132,000 


63,200 
52,034 


90,000 
19,541 — (19541) 
(1,396) 


nape 21: Practice Questions Income Tax 
e * 


LECTURE NOTES 
MURIS NOTES 


uestion-1 (Home Work 


ollowing payments from his previous employer Naughty Hospital Limited 
. Rs. 600,000 1n respect of termination benefits under an agreement 
. Rs. 900,000 against recognised provident fund 
He worked in Naughty Hospital Limited til] 30 June 2018, 


an Sultan got a job 
TR is listed in Lah 


Electrical Company Limited (AECL) w.e.f 1.7. 18. The 
He has provided you with the following information for th 
(a) His monthly cash remune 


Basic sala 
Medica] allowance 
[Utilities allowance 
He was also Provided the following 
i) 


benefits in accordance with the 
ent free accommodation, 
(ii) Hospitalization Cost is Covered by 


(b) 


terms of his employment: 


an insurance Policy upto the amount of Rs, 1.5 million. The 
insurance Premium Telating to this benefit amounted to Rg, 55,000, s 
(iii) Employer Provided a loan 10 employee of Rs, 1,200,000 at 3% mark-up for Construction of his 
house, 
Other information: 

l. Apart from his employment, Mr. Sultan also Organized events for private Clients. He Teceived a total of Rs, 
1,000,000 from such Clients, However, he incurred an overall Joss of Rs, 350, organizing these 
events. It is to be Classified as Income from other sour 

2 © sold shares Of a private company at a gain of Rs, 5 000. He suffered a loss of Rs, 170,000 on sale of 
other private company shares, Holding Period in both Cases is 6 month; 

3. He earned Rs, 40,000 froma business is Sialkot 

4. Oni January 2017 Sultan Purchased 35,099 listed shares i Muft imited (ML) at a price of Rs, 25 per 
share. On 20 March 2019 he ully Subscribed 15% right shares Offered p. ML to its existing shareholders at 
a price of Rs, 20 per share. 

5. Sultan had Purchased a house in December 2017 for Rs 20 million 
On 1 July 2018, Sultan entered into an agreement With Zameer for sale Of the use for s million. As 
Per the terms o € agreement, Sultan Teceived Rs, 4 million on the day th, con igned an 

alance amount was to be paid on 30 September 2018, However, due to financia] Miculties, Zameer failed 
to pay the balance amount on the due date and consequently, Sultan orfeiteq th. lv. i rdance 
with the terms of the agreement 
On 15 February 2019 Sultan Sold the house to Farid for Rs 30 million, 
6. He paid Zakat of Rs. :000,000 under Zakat & Ushr Ordinance, 
Requireq; 
viue Provisions of the Income Tax Ordinance, 2001 compute the taxable Sooma and tax thereon for the tax 
Ote: Show all relevant exemptions, exclusions and disallowance, 
Previous 3 Years average 


Tax rate is 1%, 
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Chapter 21: Prac 


Answer-1 Mr. Sultan 
Taxable Income and Veris 
For the Tax Year M 
10,272,009 
Income from salary (W-1) 40,000 
Income from Business (W-4) (350,000) 
Income from other source-loss (W-2) k 
Income from capital gain (W-3) 7,500,000 
Disposal of immoveable property (W-6) 4,000,000 
heane from property (W-5) 21.772,08 
otal Income (7,500,00 

Less: Disposal of immoveable property — separate block 0200 
Less: Termination benefit — separate block 73,672,000 
Total income - (4,000,000) 
Less: Zakat ST 
Less: Interest on House Loan | 
Lower of à 

- Actual = 36,000 (1,200,000 x 3%) 

- 50% of Taxable Income (50% x 9,672,000)= 4,836,000 

- 2,000,000 (36,000) 
Taxable Income 2,036000 
Tax (NTR) - Gross (1,345,000 + 259^ x 1,636,000) 1,754,000 
Less: Tax Credit u/s 62 

— A/Bx Ce (1,754,000 / 9,636,000) x 105,000 (19,112) 
C is lower of: 


(35,000 x 15%) x 20 105,000 

. 2094 of Taxable income (20% x 9,636,000 = 1,927,200) 

- 2,000,000 : 
(A) 1,734,888 


Tax (NTR) - Net 
Add: Tax on separate block 
— Tax on Disposal of immoveable property (W-6) 


562,500 


— Taxon Termination benefit (600,000 x 1%) 
(assuming favorable) 6,000 568,500 
Add: Tax on dividend © ^ 
Total Tax Liabit'ty(A*B*C) 2,303,388 
Less: Taxes already deducted 
Tax deducted on dividend 
Withholding Tax deducted by employer on salary d 
Tax Payable/ Refundable From Government — 31303388. 


Carry Forward/Dead losses 


— 
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2): Practice Questinns Income Tax 


from capital gain C/F 

Loss from other Source (Dead loss) 310,000 120,000 | 

| 

(en 4 

Termination Benefits (Separate block) 
Recognized Provident Fund 900,000 (Accumulated SUQU 
Balance) (Exempt) : 

paie Solry p : 
o - (480,000 x 12) 5,760,000 
Utility Allowance bip. PN 
(55,000 x 12) 660,000 


Medical facility — Exempt 
Accommodation Provided (45% of Basic Salary) (45% x 5,760,000) 


Interest Benefit (7% x 1,200,000) co 
Total Income à xt. nud 
10,272,000 
(W-2) —_" 
Income From Other Source 
Loss from Events (350,000) 
(W-3) 
Capital Gain 
Gain from sale of pvt co. shares 50,000 
Loss from sale of pvt co. shares (170,000) (120,000) 
(W-4) 
Income from Business 
Sialkot 40,000 
(w-5) 
! 4,000,000 
Forfeited deposit pei 
(W-6) 
: Disposal of immoveable property 7,500,000 
Gain(30,000,000 — 20,000,000) x %4 562,500 


Tax on disposal of immoveable property (7,500,000 x 7.5%) 


th: te i ill have 
ic com interest on loan given by employer wi 
i i blic co! y than in 
l. Ifa person is an employee in à pu pan; 
cs can assume that golden ha 


2. Ina full length numerical you 


nd shake is feasible as separate block. 


Áo I 
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SALES TAX ACT, 1990 


Zzge*eusuron. 


25 


Short title, extent a ^ 
Definitions [Sec 2 commencement [Sec.1] 
Scope of tax [Sec.3] 
Collection of excess sales tax etc [Sec.3B] 
Zero rating [Sec. 4] 
Change in the rate of tax [Sec. 5] 
Time and manner of payment [Sec. 6] 
Determination of tax liability [Sec. 7] 
Levy and collection of tax on specified goods on value addition [Sec.7A] 
. Tax credit not allowed [Sec. 8] 
- Joint and several liability of registered persons in supply chain where tax unpaid [Sec.8A] 
. Adjustable input tax [Sec.8B] 
. Debit and credit note [Sec. 9] 
. Refund of input tax [Sec. 10] 
. Assessment of Tax and recovery of tax not levied or short-levied or erroneously 


refunded. [Sec. 11] 
. Short paid amounts recoverable without notice [Sec.1 1A] 


. Assessment giving effect to an order [Sec. 11B] 


. Exemption [Sec. 13] 

. Records [Sec. 22] 

. Tax Invoices [Sec. 23] 

. Retention of record and documents for six years [Sec. 24] 
Access to record, documents, etc [Sec. 25] 

. Drawing of samples [Sec. 25A] 

. Transactions between associates [Sec. 25AA] 


. Return [Sec. 26] 


26. Extension of time for furnishing return [26AB] 
27. Special Returns [Sec. 27] 
"d Final Return [Sec. 28] 


deemed to have been made [Sec. 29] 


30. Certain transactions not admissible [Sec. 73] 
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SALE: et: 
ST 
rt title, extent and commencement AX ACT 1990 
y A Act may be called the Sales Tax Act, 1990, 
ft) x extends to the whole of Pakistan. 
C qhe territories of s per Article 1(2) ofthe Constitution i 
7. the Provinces of Baluchistan, the North-West e comprise the following: 
, the a Capital territory; ler, the Punjab and Sindh; and 
Keeping in view the above discussion, Sales Tax Act. 4 k 
pefinitions- a ct, 1990 is applicable to the whole of Pakistan, 
+ wax period’ is a period of 1 month or such other peri i 
e Minister qon hi Period specified by tte Board wit the approval of Federal 
‘due date’ for furnishing of return is the 15" day of : 
9) date specified by the Board and different dates ithe pee following the end of the tax period, or other 
of the return pecified for furnishing of different parts of annexures 
(4) "input tax”, in relation to a registered person, means— 
(a) tax levied on supply of goods received by the person; 
p a dur oR goodi imported by the person; 
c evied under Federal Excise Act in sales tax mode on goods/service: ired by tl 
(d) Provincial sales tax levied on services rendered or SEA to the Bete cule ead 
(e) tax levied under the Sales Tax Act, 1990 as adapted in the State of Azad Jammu and Kashmir, on the 
supply of goods received by the person; 
(20) “output tax”, in relation to a registered person, means- 
(i) tax levied on a supply of goods made by the person; 
(ii) tax charged under Federal Excise Act in sales tax mode on: 
e production of the goods, or 
e providing of the services, 
by the person; A z 
(iii) sales tax levied on the services provided by the person [under Islamabad Capital Territory (Tax on 
Services) Ordinance,2001 (XLII of 2001)]. 
MECHANISM OF SALES TAX 
Before going through the below table you must know two things: 
a) Input is tax paid at time of purchase ey 
b) Output is tax recovered from customer at time of sale 


Output (300 x 17%) 
Less: Input (200 x 17%) 
‘Payable 
Out put (700 x 17%) 
Less: Input (300 x 1796) 
Payable 


Importer purchased goods for 
Rs.200 and sold to 
manufacturer for Rs. 300 


turer purchased goods 
per my 300 and sold to retailer 


for Rs. 700. 


l Importer 


2. Manufacturer 


1 ds for | Output (950 x 17%) 
ler purchased goo 

Re 700 and sold to customer | | ess: Input (700 x 17%) 
for Rs. 950 Payable 


deposited in Government treasury is Rs. 161.5 (see below). 
le the amount 
c the above t? 


If we analys Rs. 
, 34 
t import stage 

7 ernment at 17 

Importer paid 1 Government peme ser sale 68 

Importer paid 10 41o Government sale 42.5 

Manto Government at tim aE 

Retailer — — M! 


L— 
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NH 


T s Lay o9» 
2 t 
~ F input and output. 
to explain concel to " 
e example to 510,000 


HONDA CARS (Illu trativ 
D 
Output (Tax recovered on sale of car) (3,000,000 x 17%) 
Less: Input A aT 
+990) 
(a) Tax paid on tyres purchased locally (100,000 x 17%) — 
ó 5,000) 
(b) Tax paid on engine imported (500,000 x 17%) E 
(c) Tax paid on luxury seats (200,000 x 17%) TR ^ : P ) 
i ices (50,000 x 1/70, sS 
(d) Provincial sales tax paid on purchase of accounting service ( : ) 
i i u 5.100 
(e) Tax paid in Azad Jammu and Kashmir on wires (30,000 x 17%) URS ,100) 
Tax payable to Govt. : £ 
Customer will pay for car 3,000,000 + 510,000 = 3,5 10,000 
i d 
Y "n 
Exclusive sales tax inclusive 
(39) “taxable goods’ means all goods other than exempt (w/s 13); . 
(35) "taxable activity", means economic activity carried on by a person whether or not for profit, and includes— 
(a) an activity carried on in the form of a business, trade or manufacture; 
(b) an activity that involves the supply of goods, payone of services, or both; 
(c) a one-off adventure in the nature of a trade; an ; à 
(d) anything done during the commencement or termination of economic activity, 
but does not include— 
(a) the service provided by an employee to an employer; 
(b) an activity carried on as a private recreational hobby; 
(33) “supply” means a sale or transfer of the right to dispose of goods as owner, including sale under a hire 


purchase agreement, and also includes - 

(a) putting to: 

e private, 

e business or 

* non-business 

use of goods produced during taxable activi 
Explanation of point (a): 


; [Refer Question-5 at end of this chapter] 


Sal Gift Sale under Private Business Non 


— hire purchase use use business 
ANE cid bait Taken Used in Given in 
dispose o to home admin charity 
customer : 
goods as owner office or 
factory 


(b) auction or disposal of goods to satisfy a debt; and 


(c) possession of taxable goods held i i , 
assumed as sales). E eld immediately before de-registration. (Possession of goods is 
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[Explanation of point (c): A person is registered in January and he got himself de-registered on 1 
February. He has 50 units in closing stock on 31 Jan, 

-# Registered Us Jan.» 
uss / De-Register fýla 1. Feb. Uto Lui 
eG minus Input bole le^ n puiiut Jan. Purchase Lu Units 50 
-ehh wt Jani 
<De-reg, fU fe /Uf Record output £4. Sale ut Feb. /'Units 50 wi! 
"E eno nf eut 


-Z Ji / Sale assume Fine ^ 50 units ULL TF 31. Jan. e ouf erf L L7 Cover fau 


= 
(d) in case of manufacture of goods belonging to another person, the transfer or delivery of such 
oods.to the owner or to a person nominated by him. = 
Explanation of point (d): 


(Tyre L Hondaju/ise uy” Tyre Sr vii, # Raw material £ Lit Tyre + Honda A 


f Agent Z Honda | Honda /& Tyre ovut aiutut Factory Get loeo Je! raw material 
-té Tyre sale / Honda Luis Zw 3 Fe ues 


RM given 


J e 


a ~ 


lied 
shin pam ring 


i approval of Federal Minister in-charge may specify other transactions as supply 
(41) E KERNA supply of taxable goods made by an importer, manufacturer, wholesaler (including 
dealer’ iar or retailer other than exempt supply (u/s 13) and includes a zero-rated supply (u/s 4); 
. 
Supply 


S2 (11) 


Exempt 
Taxable sale 


S.2 (48) 


S. 2(41) 
(à) zero percent 
(Zero rated) (Exports) 
is exempt from tax (u/s 13); 
ly which is charged to tax at the rate of 0%.(u/s 4) 


@ 17% 


s a supply which 


1 = Y 
(11) “exempt supply mean: DRUMS 


(48) ‘zero-rated supply’ means t 


EMEN M ED 
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Chapter 22: Sal | Act, 1990 


(16) ‘Manufacture’ or ‘produce’ includes - xS i r articles, is: 
(a) any process in which an article singly or in ric 
ji $ istinct article or Pl 3 4 
x sor plea pra that it becomes capable Hre Du diy 
and includes any process incidental or ancillary to ce m OTRAM product; 
(b) process of printing, publishing, lithography an! engravine tine, bottling, packaging, repack 
(c) process and operations of assembling, mixing, cutting, diluting, E, packaging, repacking oy 
reparation of goods in any other manner; " : 

(27) ‘retail ess with sende to "E 3rd Schedule, means the price Da 2 hisp yr Porton, in 
case of imported goods, including all duties and taxes (other than sales tax of an article 
should be sold to general public. d een il pri 
Where more than one price is fixed for the same Rs saa will be taken as retail price. 

The Board may specify areas for determination of highest retal à " ^s . 

(SAB) "cottage industry" means a manufacturing concern, which fulfils each of following conditions, namely;— 
(a) does not have an industrial gas or electricity connection; 

(b) is located in a residential area; 
(c) does not have a total labour force of more than 10 workers; and 
(d) annual turnover from all supplies does not exceed Rs. 10 million. iai i 

(19) “open market price” means the consideration in money which that supply or a similar supply would generally 
fetch in an open market; : 

Q1) "Similar supply", in relation to the open market price of goods, means any other supply of goods which 

closely or substantially resembles the characteristics, quantity, components and materials of the 
aforementioned goods 

(33A) "supply chain" means the series of transactions 
import to the stage of final supply. 

(17) ‘manufacturer’ or ‘producer’ means: 

e a person engaged, whether exclusively or not, in the pro 
owned by him or not; and 
e shall include — 
(a) a person who by any process assembles, mixes, cuts, dilutes, bottles, packages, repackages or 
prepares goods by any other manner; 
(b) an assignee in bankruptcy, liquidator and any person who disposes of assets of manufacturer in 
any fiduciary capacity; and 
(c) any person who owns or uses ri sas or right for manufacturing of goods, whether or not 
such person, sells or disposes of the goods: " 
However for claiming refund, only such person shall be treated as manufacturer-cum-exporter who 
has his own manufacturing facility. 

(28) ‘retailer’ means a person, supplying goods to general public for consumption: 

A person combining the business of: 
e import and retail or 
e manufacture with retail, 
shall: 
e notify and advertise wholesale prices and retail prices separately, 
e and declare the address of retail outlets. E 
(47) ns includes a dealer and means any person who carries on, whether regularly or not, the business 
of 
* buying and selling goods by wholesale or 
e supplying goods, directly or indirectly, by wholesale 
for cash or deferred payment or for commission or other valuable consideration 
It also includes a person who: 
. — acd a to others as m -— for the purpose of sale and 
e supply taxable goods to a person who deducts income : 
(13) "Importer" is a person who imports goods in Pakistan Eae e heto 200 


between buyers and sellers from the stage of first purchase or 


duction of goods whether the raw material is 
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4 ter 22: Sales Tax Act, 1990 
che 


E distributor" means a person appointed by: 
e amanufacturer, 
e an importer or 
e any other person 
a specified area to purchase goods from hi i 
d Pettor is also eei asa des NIU T UABIDAU Fa Pcie JE 
“active taxpayer" means a registered person who does ub 


; t not fall i ing c i 

(!) (a) who is blacklisted or whose registration is pe al a tui da 7 
(b) fails to file the return by the due date for 2 consecutive tax periods: 
(c) who fails to file an Income Tax return P 1 


or statement of final tax, by the due date; and 


(d) who fails to file quarterly or an annual withholding tax statement under ITO. 


@ “associates (associated persons) " Same as ITO, 2001 
(5AA) “company” Same as ITO, 2001 
üi) “person” means,- 
(a) an individual; 
(b) a company or association of persons incorporated, formed, or established in Pakistan or elsewhere; 
(c) the Federal Government; 
(d) a Provincial Government; 
(e) & local authority in Pakistan; or 
(f) a foreign government, a political subdivision of a foreign government, or public international 
organization: 
(22A) "Provincial sales tax" means tax levied under provincial laws, which are declared by Federal Government to 
be provincial sales tax. 
(29A) “sales tax" means: 
(a) the tax, additional tax, or default surcharge. 
(b) a fine, penalty or fee imposed; and 
© (c) any sum payable under Act; 
(25) ‘registered person’ means a person who; 
e is registered or 
e is liable to be registered : 
However a person liable to be registered but not registered cannot claim benefits available to registered 


person. 
(12) "Goods" include every kind of movable property other than actionable claims, money, stocks, shares; 
(9A) “E-intermediary” Means a person appointed as e-intermediary for filing of electronic returns and such other 
documents as may be prescribed by the Board, : 
(40) ‘tax invoice’ means a document required to be issued under section 23; 
(4) — "time of supply" 


Time of suppl 
The time at which the goods are delivered or made available 
to the recipient of the suppl 
The time at which the agreement is entered into 


Time at which the services are rendered or provided 
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Chapter 22: Sales Fax Aet, 1990 


d Examples to explain point (a) above 
In all of the examples below the tick rep 
Jan. 
22 Cash received 
x 
T April 
Kid Goods delivered 
Y 
Ex. (iii) March 
Goods Made available 
Y 
i March 
x; Cash received 
L x 


If any part payment is received: 
(a) for a supply in a tax period it shall be accounted for in the return for that tax period; and 


(b) In respect of exempt supply, it shall be accounted for in the return for the tax period during which the 
exemption is withdrawn from such supply. 


resents time of supply: 


Feb. 
Goods delivered 
Y 
May 
Cash received 
x 
April 
Goods Delivered 
x 
April 
Goods Made available 
Y 


May 
Cash received 
x 
May 
Goods Delivered 
x 
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salue of SUPPLY 
s jal duties 


lue 
(8 provine 


ly’ means in respect of a taxable supply, the consideration i 
. : C» eration in money (i i 
wi y (including all 
and taxes) which the supplier receives from the recipient but excluding the pecie, 


Scenario 


1f consideration for a supply is fully or 


Value of supply 


partly in kind 


ag market price of the supply excluding the amount of | 


market price 


Tf supplier and recipient are associates 
and supply is made at no consideration 
or at a consideration lower than open 


ig market price of the supply excluding the amount of 


surcharge 
]n case trade discount is provided 


If taxable supply is made to general | Open market price of the suppl i 
public on installment basis (including à espere mid 


tax 


The discounted price excluding the amount of tax. 
Provided that tax invoice shows the discounted price and 
the related tax and the discount allowed is in conformity 
with normal business practices 


determine value of supply 


In case of a special nature of 
transaction where it is difficult to 


Open market price 


those sp 


In case of imported goods, (excluding 


s 


— 
The value determined under Customs Act including 
custom duty and excise duty charged on it 


that the value of a supply has not been 
correctly declared in the invoice 


Tf there are sufficient reasons to believe 


cified in Third Schedule) 


The value determined by the Valuation Committee 
comprising representatives of trade and the Inland 
Revenue constituted by the Commissioner 


If goods other than taxable goods 
(exempt goods) are supplied to a 
registered person for processing 

In case of manufacture of goods 
belonging to another person 

| in case of supply of electricity by an 
independent power producer or 
WAPDA 

in case of supply of electric power and 
gasbya distribution company 


Tf a person purchase used vehicle from 
vem public (on which tax has 
already been paid on import or 
manufacturing), and sell it in the open 
market after making value addition | 
In case of à taxable supply, with 
reference to retail tax 


The Board may 
different classes of same type of goods. 


Market price of goods excluding the amount of tax | 


2 
the actual consideration received by the manufacturer for 


the value addition carried out on such goods 

the amount received for energy purchase price; 

excluding the amount received for capacity purchase 
price, energy purchase price premium, excess bonus 

the total amount billed including price of electricity and 
matural gas, rent, commission and all duties and taxes 
local, provincial and federal but excluding the late 
ent surcharge and sales tax 

the difference between sale and purchase price of vehicle 
on the basis of prescribed valuation method 


the price of taxable goods excluding the amount of retail 


tax, which a supplier will charge, or such other price as 
the Board may specify. 


[Part of syllabus] 


fix the value of any imported goods or taxable supplies and may fix different values for 


If the import/supply is made at à higher value than fixed by Board, the value shall be the actual price. 


Mr. Syed ‘Aamir Ali is invalid i E aati of tube lights. He doesn’t prepare the starters himself. 
He hands over the pu s rd who after doing processing on material gives the starter to Mr. 
d ir Ali in finish form. Mr. will now charge the output on market price of starter. 
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Chapter 22: Sales Tax Act, 1990 


endent scenarios: 


i = ES > 
Question E 1 ng indep! " 
Comment how the value of supply will be determined in following ideration Honda received Rs. 1.5m cash and 


2, 


3 


Ime he value of supply will be the open market price 


i i . In consi 
Honda sold car to Rise. Market price of car is Rs. 2m. In 


i i i 4m. 
chairs having fair market value of Rs. 0. . 
Ali sold goods to his cousin for Rs. 3m. However the fair m 


Fareed motors sold bike to one of its customer for RS. 1 10,00! 
sell such bike for Rs. 100,000. À EC value of AC! 
Sameer Electronics sold 7 AC’s at a discounted price of Rs. icd The 8 Was 
Rs. 200,000. Trade discount of Rs. 20,000 is mentioned on ial 
Tameer imported good for Rs. 15 m however custom nin em 
Rs, 18 m. He also paid custom duty and federal excise uty 


arket value of the goods is Rs. 4m. 
0 on installment sale. Fareed motors normally 


ce. 
determined the value of imported goods at 


ting to Rs. 9 m and /Rs, 3 m 


respectively. 


If consideration for a supply is fully or partly in kind then t 
of the supply excluding the amount of tax. Therefore the val 
If supplier and recipient are associates and supply is made : f 
than open market price the value of supply will be open market price excluding the amount of tax, 
Therefore the value of supply is Rs. 4m. 
If taxable supply is made to general public on installment basis (including surcharge) then the value of 
supply will be the open market price excluding the amount of tax, Here the market price is Rs. 100,000. So 
the value of supply for Fareed Motors is 100,000. 
In case trade discount is provided, the discounted price excluding the amount of tax will be considered as 
value of supply if tax invoice shows the discounted price and the related tax and the discount allowed is in 
conformity with normal business practices. Therefore assuming that trade discount is in conformity with 
normal business practices Rs. 180,000 will be considered as value of supply. 
In case of imported goods value of supply is the value determined under Customs Acts including custom 
duty and excise duty charged on it .Thus the value of supply is (18+9+3) = 30m. 

Chapter-IL 


SCOPE AND PAYMENT OF TAX 


lue of supply for Honda is Rs. 2m. 
at no consideration or at consideration lower 


3. Scope of tax.— . 


103) 


(1A) 


Normal rate of sales 
Sales tax shall be charged at the rate of 17% of the value of-- 


(a) taxable supplies made by a registered person during any taxable activi i i 
: 1 ya reg x ty carried on by him; and 
©) " And imported into Pakistan, irrespective of their final destination in territories of Pakistan. 
Where taxable supplies are made to a person who has not obtain istrati furth: 
be charged at the rate of 3% of the value in addition to 17%, s uei peru pan 
Federal Government may specify supplies on which the further tax shall not be charged. 
ged. 


An SRO provides following list of persons on which thi: i 
(i) Electricity energy supplied to domestic and pe oa meee 
( ii) Natural gas supplied to domestic consumers. ee 
(i) Motor oit, diesel oil, jet fuel and fuel oi], 
Saian scld by the retailers to end customers 
v) upply of goods directly to end tücludi 

(Vi) lems listed in Third Schedule — "*TS Înclucing 
(vii) Second hand worn clothi i 

(viii) Fertilizers ng and other worn articles falling under PCT heading 6309.0000. 


food, beverages, fertilizers and vehicles: 
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4 —— er 21: Sales Tax Act, 1990 


w Supplies by steel melters, re-rollers 
Special Procedure Rules, 2007. 

x) Supplies covered under the Fifth Sch 

[t Bue Government, sent edule to the Sales Tax Act, 1990, 


and shi breaker: i T e! 
p s Operating under Chapter XI of Sales Tax 
/ T -Bovernment and sta y Ty 
Statuto; regulatory bodies. 


Sale to: 
9:00 
Registered person Un-Registered person 
Dawlance 
Am 11:45 am 
Liable to Cottage End 
be industry consumer 
registered (ed Main factory) (Sir Asif , 
but not (Manufacture Educational 
registered bulb) Institute, 
(Factory K} ) (Employees 9) Hospital) 
(Manufacture 17% 
tape recorder) 17% 
(Employees 13) 
17% + 3% 
Conclusion: Wire seller will further tax in 2nd scenario above 


nA specified in Tenth Schedule tax shall be levied - 
t on the production capacity of plant, machinery 
ps n fixed basis from any person. 


e lie: ified in 3rd schedule 
e o : For supplies and import of goods specified in Third Schedule tax shall be charged at 17% 


. The retail price and sales tax shall be legibly, prominently and indelibly printed or 
embossed by the manufacturer or importer (in case of imported goods), on each article, 
container, package, cover or label. 
» Federal Government can exclude/include any goods from the Third Schedule; 
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Chapter 22: Sales Tax Act, 1990 


T Schedule __ 
pare listed in 3 


Other taxable items 
T| All items other than 20 [en 
thousands of items) Cans 
Sales tax shall be chargeq S 


“value of suppl 


n 
Price will not be embossed 
Will be considered if conditions 


Items listed in 3 : 
20 items only whic! 


Schedule LS 
Sales tax shall be charged on retail 


price" 
Retail price 


Items 


Charging 
of tax 


and sales tax shall be 


embossed on each article 
Will be ignored iied 
Will be charged 


Further tax | Will not be charged 
Note: The table given above is not to 


Special rates ot tax 1 
2 d T may prescribe any higher or lower rate of tax for any class of taxable goods, 
(3) Liability to pay sales tax 
Following persons are liable to pay the sales tax,- 
Situation 3 
In the case of supply of goods The person making the sup pl 
In the case of goods imported into Pakistan | The per son importing the goods i 
The Board, with the approval of Federal Minister in-charge, may specify goods where person receiving 
supply is liable to pay the tax. [S.3 (3A)] 
(5) Extra tax " 
Federal Government may collect tax at such extra rate or amount, in addition to the normal tax [under sub- 
section (1) and sub-section (2)]. The tax charged here shall not exceed 17% of value of goods. The Federal 
Government will also specify the mode, manner and time of payment of tax. 
(6) Special powers to the Federal Government/Board 
The Federal Government or the Board may in place of the tax under sub-section (1), levy and collect such tax 
as it may deem fit on any goods. They will specify the mode, manner and time of payment of tax 


(8) Taxon supply to CNG stations 
charge Sale Tax 


In case of supply of natural gas to CNG Stations, the Gas Transmission Company shall 
at 17% of the value of supply to the CNG consumers. 


(9) Taxon retailers 
Tier-1 category retailers shall pay tax in normal manner at rate of 17%. 
Tax shall be charged through monthly electricity bills from retailers other than Tier-1.The rate will be: 
5 % where the monthly bill is upto Rs. 20,000 and 
- 7.5 % where the monthly bill exceeds Rs. 20,000 
and the electricity supplier shall deposit the amount collected directly. 
The above tax on other than Tier-1 retailers is other than normal tax of 17%, further tax of 3% and extra tax. 


(9AA) Tax on steel products/ship plates 


For goods specified in the 13th Schedule the minimum production for a month shall be determined on the 
basis of a single or more inputs as used in the production process. If minimum production exceeds the actual 
supplies (sales) then minimum production shall be treated as quantity supplied for charging tax. 


sed, it is only for understanding. 


be memori: 


Person liable to pay tax 


| 


3B. Collection of excess sales tax etc.— 
(1), Q) A person who has collected any tax under misapprehension or otherwise which: 
© was not payable as tax or i 
e is in excess of the tax actually payable 
and the incidence has been passed on the consumer, the 
person shall 
Amount payable to the Federal Governme: ee shall be c. iden cg eli cozy 
recoverable accordingly. Refund claim will not be admissibje As an arrear of tax and sha 
33) The burden of proof that the incidence of tax has ; 
ees or has not been passed to the consumer shall be on the 
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"n Sales Tax Act, 1990 


D 


prorat which are charged to tax at the rate of zero percent 
ing goods shall be charged to tax at the rate of zero per cent:-- 
Age folo" P xported or specified in the Fifth Schedule; : 
g of stores/provisions for consumption ab " 
5 A ption aboard a conveyance proceeding to a destination outside 
h other goods, as the Federal Government may specify (by notification i ; 
[2] ivumstances exist to take immediate action forthe id ata i EIE d tuial 
food security in emergency situations and implementation of bilateral es er a 
5 B ` 1 eements. 
ygenoeof export which are outside the purview of zero rating/Exceptions to above ep 
However following goods shall not be charged to tax at the rate of zero per cent; 
() exports that are intended to be re-imported into Pakistan: or 
(i) goods that have been entered for export but are not exported; or 
(iii) goods that have been exported to a country specified by the Federal Government: 
The Federal Government may restrict input tax credit for person making a zero-rated supply. 


supplies without payment of sales tax 


Under section 60 of the Act, the Federal Government is empowered to prescribe any taxable goods which can be 
imported without payment of whole or part of sales tax. 


5, Change in the rate of tax.— 
[fthere is a change in the rate of tax- 
@ a taxable supply made by a registered person is chargeable at the rate applicable at the time of supply; 
O i ied goods shall be chargeable at following rates- 
Scenario Rate to be used | 
Tf the goods are entered for home | The rate applicable on the date on which a goods | 
consumption declaration is presented 
Tf the goods are cleared from warehouse The rate applicable on the date on which a goods | 

M declaration for clearance of such goods is presented - 
Where goods declaration is presented in advance of the arrival of conveyance, the tax shall be calculated at 


the rate applicable on the date the manifest of the conveyance is delivered: 
Example-1 


Good declaration is presented on 5-Jan-17. Manifest of conveyance is delivered on 15-Jan-17. 
Conclusion: Rate » of 15-1-17 is applicable. d n " 

In case of clearance of goods from warehouse if the tax is not paid within 7 days of the presenting of the 
goods declaration, the tax shall be charged at the rate applicable on the date on which tax is actually paid. 


Example-2 D 
Goods are cleared from warehouse on 1-March-18 and goods declaration is presented on the same date. 


Under the two independent scenarios, determine the date, tax which will be charged: 
Tax is paid on 05 March 2018 


Scenario 1: 
Scenario2: Taxis paid on 10 March 2018 
eo IH Rate of 1 March 2018 will be applicable 


Scenario 2: Rate of 10 March 2018 will be applicable s 
If there is a change in the rate of tax during a tax period, a separate return has to be furnished in respect of 
each portion of the tax eriod showing the application of different rates. 


2. 2nd from 19-March-17 to 31-March-17 
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Ti mander Of PAT ene 3 i toms duty is payan). . 
(th of payment of tax on imported goods id at the same time at which cus Y Is Payable th, 
(1) Time into Pakistan shall be paid 


(2) 


(3) 


7. 
a) 


The tax on goods imported 


provisions of collection of tax in Custi D 
Time of payment of tax on taxable supplies 


The tax on taxable supplies made shall be paid byt 


1 i al 
The Board may direct that the tax on certain supplies shi 
Mode Manner of payment of tax id in the same manner as if it is a customs duty payable 
The tax on goods imported shall be paid in the f ilie following modes:- 


The tax due on taxable supplies shall be paid by any 0 


i it i ignated by the Board; and 
(i) ^ through deposit in a bank designate: e d 
(i) ^ through such other mode and manner specified by the Boar: 


Determination of tax liability.— T during a tax period, t 
For determining tax liability of a registered person on taxable supplies gue E 3 bs 


coms Act shall also apply here. 


i at time of filing the return 
egistered person the 
dà al be paid in any other way or time 


Person shall be entitled to deduct input tax: 
*  paidor 
* payable (creditors yet not paid) 
during the tax period for taxable supplies 
* madeor. 


* _ to be made {stock yet not sold} 
by him. The input tax will be deducted from the output tax, excluding the amount of further tax (under sub- 


section (1A) of section 3 , that is due in that tax period, 


Determination of Tax Liability 


Output (50 units sale x Rs, 120 / units) x 17% 1,020 
Less: — Input (80 units purchase x Rs. 60 / unit) x 17% (816) 
Sale 
made 


SO unit Sale to 
be made Cash Credit 


30 unit 


Reasons why input is not deducted in 
1. Forget to record purchase 
2. Invoice received late 
3. Invoice received but misplaced 


the relevant month: 


L Last month by 


which he can record 


urchase of March 
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0) 


22: Sales Tax Act, 1990 


Jime of claim of input tax/ Conditions for allowing input 


A tered person shall not be entitled to deduct input unless: 
o Document required 


Sf Record / purchase! Honda?2-U/2 Govt. LTsslese Tax / Tyre 


| cleared by the Custom authorities. 
c)In case of goods purchased in 


Example of (a) above 


a) In case of purchases made by him 


He holds a tax invoice in his name and having his 
registration number in respect of such supply or in case of 
supply of electricity or gas, a bill bearing his registration 
number and the address where the connection is installed: 

If the supplier has not declared such supply in his return or 
he has not paid amount of tax due as indicated in his return 
: than input cannot be recorded. 

b) In case of imports made by him He holds bill of entry or goods declaration in his name and 
showing his sales tax registration number. It should be duly 


He holds a treasury challan, in his name and bearing his 
auction registration number, showing payment of sales tax. 


U2 Honda L—/ Showzu* Return i Gen. Tyre Sale siegué return &jZ- Honda purchases 


Tax eredit not allowed.— 


(a) 


(ca) the goods/services on which sales tax has not been dey osited in Government treasury by the su 


(caa) purchases, for which: 


A registered person shall not be entitled to deduct input tax paid on- 


the goods or services used for any purpose other than for taxable supplies made by him; 
any other goods or services specified by Federal Government; 


the goods on which extra amount of tax is paid in addition to normal tax at 17% [under sub-section (5) 
of section 3]. 


Mr. Muzaffar has purchased goods by paying Rs. 100 20 in which Rs. 3 is the extra amount of 
tax as per S.3 (5). His output is Rs. 70. So his liability will be Rs. 70-17-53. 


lier; 

Mr. Umer claimed input tax of Rs. 700 in return of March 2009. Government came to know that 

Rs. 130 included in 700 is an amolunt paid to a supplier who has not deposited this amount is 
overnment treasury so government can disallow this input. 


e  adiscrepancy is indicated by CREST or i 
e input tax is not verifiable in the supply chain; 


(d) fake invoices; 


(e) purchases made by a registered person who fails to furnish the information required by the Board. 


goods and services not related to the taxable supplies made by the registered persons: 


ices acquired for personal or non-business consumption t 
^ "s Pad im immovable property, or permanently attached to immovable property, such as building 


G) ehicles specified in Customs Act, parts of such vehicles, electrical an 
4, M 


i ich i adjustment is b; 
` n respect of which input tax adj b 
d impor or purchase of agricultural machinery or equipment subject to sales tax at 


E Y i lectrical, pipes, wires and cables, but excluding: 
truction materials, paints, el : i 
s pee P pre-fabricated buildings 


» good acquired for sales or re-sale 
* good acquired for direct use in the production of taxable goods; 


i d gas appliances, furniture, 
but excluding goods acquired for sale/re-sale. 
arred under the provincial sales tax law; 


office equipment (excluding electronic cash registers), 


1 i x the rate of 7%; and 
ich, at the time of filing of return by the buyer, have not bei le f y 
" E t a 
a) such s " or he has not paid the tax due as indicated in hig return. oedema 
(m) the input on goods or services relating to su : 
m 


pplies made to un-registered person, on pr is, fi 
E ‘o-rata basis, 
imber or NTN, of the recipient. P = 


which sale invoices do not bear the NIC nui 
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Chapter 22: Sales Tax Act, 199 ' | 
* reclaim only such proportion |. 
in taxable and non-taxable supplies, he can Portion op 3 
i deals in tax: 
(2) Ifa registered person t 
xable supplies. Ja T = | 
input as relates to taxa reclaim input cify goods which a registe 
(3) Only a registered person can deduct or tin ee in-clurge, AY m y goods which a ng s M a 
The Board, with the approval of Federal ee ado the supply at eel Seed re 


` m 
g cannot supply to an un-registered person. {If he i 
n to sale goods to un-registered persons, Hos 


laim input taxj. 5 TsO! pe 
claim } gistered pe his case if he wants to deduct his input say of a 


Te; 
Government has not allowed Mr. Qamar, a Int 
50 from his output of Rs. 80. He will not a 
= ogre aroha the sum received is partly in cash and partly in kind, then input will be allowed 


subject to the conditions: 
* Goods received in kind are taxable 


* Goods received are shown in records. e m 
The balance amount (even if less than Rs.50,000) is received through crossed banking instrument 


Explanation of few of the provisions of Section 8 


US Mims input 4 purchase (f Raw material Jiji«Je7-1u* Exempt sale 2147 Raw material ti (a) 


-Y L824 Purchase Honda Jiu ut sale G/L General Tyre/ L7 Purchase (<i (caa) 
Same as ‘a’ (f) 


Dawlance Books h 
Factory 
Building 
material x 
Machine v^ 
" (Input 

i vers allowed) 

=e Raw Material v 


P3] O (Input 
Paint x oO g ri allowed) 


X means input is not allowed, 


Xceptions of point (h) 


Pre fabricated building (4) 
Goods acquired for sale / re-sale 


Lf utd vi-Paint, Pipes «ys: Construction Material “1 


Direct use in Producing taxable goods **- Allow input 4 Pur, Y dofus 


--Allow input EL tine oe, VRAC. Ud. Paint, Pipes «4^ 
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«er 22: Sales Tax Act, 1999 
a 


G) 
X Fan Admin Office 


fiia 
e 


ts Vehicles 
provided to 

employees 
F3 ds employees 


X — (wi f 
Y 


Furniture 


Generator Oyen Geaser X 


However if above items are not used in office rather they are bought for resale than input is allowed. 


73. 
q) 


Q) 


8A, 


8B. 
(1) 


Certain transactions not admissible.— 
Payment for a transaction exceeding Rs. 50,000, excluding utility bill, shall be made by a crossed cheque or 
other banking channel otherwis input will be disallowed. 
Payment must be made from business bank account of buyer to business bank account of the supplier. Bank 
account of both buyer and supplier should be declared to Board at the time of registration/through change of 
particulars subsequently. 
If above conditions are not fulfilled buyer will not be entitled to claim input tax, 
Further supplier cannot claim input on amount not received in bank account. 
Note: 

l. Sec 73 is not applicable on registered person supplying goods to unregistered person. However, 
supplier should deposit cash in his business bank account to claim. input tax 
2. Same party receivable and payable can be setoff if sales tax has been charged and paid by both 
parties, and registered person has obtained approval of the Commissioner before adjustments. 
The payment for credit transaction should be made within 180 days of issuance of the tax invoice, If 
condition is not fulfilled buyer will not be entitled to claim input tax. 


Joint and several liability of registered persons in supply chain where tax unpaid.— 
Where a registered person receiving a taxable supply from another registered person: 

* — is in the knowledge or 

* has reasonable grounds to suspect 


‘at some or all of the tax in respect of that or any previous or subsequent supply would go unpaid, the 
burden of proof will be on de 


partment, such person as well as the person making supply shall be jointly and 
Severally liable for unpaid tax. ' 


€ Board may exempt any transactions from the ambit of this section. 
Adjustable input tax.— 


Tegistered person, other than public limited companies listed on Pakistan Stock Exchange, shall not be 


t input in a tax period exceeding 90% of the output tax. 
Excess input tax shall 


be carried forward to the next tax period, and shall be considered as input e for ma 
period. The Board may prescribe the procedure for refund [(as mentioned in sub-section (2) below]. [S. 
10(1)] 


Input tax on fixed assets/capital goods shall not be restricted to 90% of output. 
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4 : id E 
(2), (3) Where input tax is restricte EETA SEET 


(4) 
(4A) 


(3) 
(6) 


9, 


10. 
ay 


(2) 
(3) 


11, 


G 


(@) Where due to inadverten "ee for payment of, tax, hort levied or erroneously refund? 


mbit of above provision. 


d will be allowedto a 
justment or refun: 
t tax an adjus 


from the à 
The Board may exclude any p to 90% of ontpil 


registered person. shou m icable 
For claiming the adjustment/refund the person. Condition appli RE 
The person should furnish a statement along with 
are ie 


annual audited accounts certified by the auditors 


If the registered person's account wr 
subject to audit under Companii 


ould fulfill the conditions and 


Act, 2017. Ts person s 
In case of other persons SE specified b Bo pond — 
basis in the 2nd mont Of the 
j i Il be made on year! 
The adjustment/refund of input tax shal 


financial year. ^ d 
The Board may prescribe other limit of input tax adjustment. 


Input tax allowed for locally manufactured electric eni : 
refund or carry forward of excess input tax shall be allowed. ificate [mentioned in sub-section (2)] 
An auditor found guilty of misconduct in fumishing the above certi: eins ednina. 
shall be referred to the Council for disciplinary action under Chartere E uat period 
In case a Tier-1 retailer does not integrate his retail outlet in UT pcd by 60%. 
or part thereof, the adjustable input tax for whole of that tax period sha 


hall.be limited to the extent of output tax, No 


Debit and credit note.— : 1 
Where a registered person has issued a tax invoice and due to cancellation or return of goods or a change in 


value of supply the amount as per the tax invoice needs to be modified, he may, issue a debit or credit note, 
Refund of input tax, — 
If the input tax paid by a registered person on purchases exceeds the 
* zero rated local supplies or 
. [2 
the excess input shall be refunded within 45 days of filing of refund claim. 
If a registered person is liable to pay any tax, default surcharge or penalty under any law administered by 
Board, the refund under Sales Tax Act shall be made after adjustment of that amount, 
Where a person has claimed input tax credit or refund which was not admissible, the proceedings against 
him shall be completed within 60 days. 
For any enquiry or audit or investigation 60 days may be extended upto 120 days by an officer not below 
the rank of an Additional Commissioner. The Board may extend the period upto maximum of 9 months. 


output tax because of: 


Assessment of Tax and recovery of tax not levied or short-levied or erroneously refunded.- 


(1) An officer of Inland Revenue shall make an assessment order of tax (imposing penalty and default 


(2) Ifa person has: 


e not paid the tax : * 
e made short payment of tax or 


m rie oh ania R I or refund which is not admissible 
evenue shall 
| make an assessment order of tax (imposing penalty and default 


surcharge), 
Th 
a ad vial br vues after giving à show cause notice, 
il i i : 
ofan “ale Action tax is not levied or s 


is not levieg 


issue a show cause notice fe Ta : 
OF payment of tax. hort levied Or erroneously refunded officer "t 
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(aa) Where any person, ri 
deposit tax, an offi 
cause notice. 


e Adjournment because of Alternative Dis 


T recita pute Resolution proceedings or 
umm y the p ner not exceeding 60 days, 


Mr. Omar has filed the return of M; 

f arch 2012 on April 

P Oti piven ^ | April 12, 2012. He also paid the 

z ox icd “eee pr date by which show cause notice ay m iib ESON 
ssum ued on 5-Feb-2017, so what is the last date by which assessment order 


can be made. 


The assessment order can be made by 05-June-2017. 
(6) If a person fails to file a return. " i i 
B an officer, not below the rank of Assistant Commissioner, shall determine 
(7) "Relevant date" means- 
(a) The time of payment of tax (as provided u/s 6); and 
(b) Ina case of erroneous refund, the date of refund. 


Difference between Return and assessment of income tax and sales tax 
Income Tax Vs. Sales Tax 
Return filed by taxpayer Return filed by taxpayer 
(becomes assumed assessment 

order) 
+ z + 

Audit Audit 
T 4 

Show Cause Notice Show Cause Notice 
i Y 
Amended assessment order Assessment order 


i verable without notice — ; aa 
xa RM eed pensum pay tax less than indicated in his return, the short paid tax (including default 
surcharge) shall be recovered from him: - 
e by stopping removal of goods from business 
e through attachment of business bank accounts 
without giving him a show cause notice. 
However penalty will be imposed after iss 
11B. Assessment giving effect to an order — od pgs oft 10 (after) any order made TTE 
(1) — Where an assessment order is Curt or Supreme Court than the Commissioner (or an officer of Inland 
G : ng peal ae appeal "ffect order within 1 year from the end of the financial year in which 
venue) saall i 
appellate order is served. ay nal, High Court or Supreme Court, an assessment order is 
: f M Appeals) or officer of Inland Revenue, is directed to pass 
rder within 


Where be : i : 
remanded and the Commissioner or Commissioner from the end of the 
n " new 


ni El 
financial year in which the dn wa s qim within 1 year if an appeal is made against the order of 
New assessment order is xd 


premises and 


uing show cause notice. 


Appe 


Q) 


appellate authority. 


—— 
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x subject to conditi 
i exempt from tax SUP) dition 
Deer ds or imports specified in the 6th schedule shall be s 
foods or impo! ; , " b 
(1) Supply Pa Government. cumstances exist to take immediate action for th, 
specified by nt may, whenever ae food security in emergency situations ang 
$ iona 


er the Federal Governme: y n € 
i on f national security, natural disaster, natio! ge taxable supplies or port from «d 
ene f bil | and multilateral agreements, exemp! 
ilateral al 


implementation o! 


or any part of tax. VERTS : n n 
Tod a E TA tere notifications issued in a financial ye 


The Board shall place before National Assem! 
Note: Sales made by cottage industry are exem 


Difference between zero rated and exempt supply 


Zero Rated Suppl 
It is a supply which is charged to tax at 


the rate of zero per cent 
Input tax paid is refundable. 


Goods exported or 


(6) 


supply which is exempt from tax 


Description SEP 


Definition 


paid is inadmissible. 
d in Sixth Schedule. Notified by 


ent and FBR 


Input tax 


Goods mention 
Federal Governm 


Input tax credit 
Products 


Covered notified by FBR or 
mentioned in the Fifth Schedule —— 
gistrati qui i No requirement of registration 
Registration Required to be registered No ireoice shall be raise a 


Invoice shall be raised but at zero per cent 


Invoicing 
Requirements 
CHAPTER-IV 
BOOK KEEPING AND INVOICING REQUIREMENTS 
22. Records.— 


(1) A registered person making taxable supplies shall maintain and keep at his: 
e business premises or 
e registered office 
in English or Urdu language the records of: 
e goods purchased and imported and 
e supplies made (including zero-rated and exempt supplies) 

by him or by his agent. Records will be kept in such form that his tax liability can be readily ascertained. 

Following is the detail of records required to be kept: 

(a) records of supplies made shall indicate the description, quantity and value of goods, name and address 
of the person to whom supplies were made and the amount of the tax charged; 

(b) records of goods purchased shall show the description, quantity and value of goods, name, address and 
registration number of the supplier and the amount of the tax on purchases; i : 

(c) records of goods imported shall show the descriptio: i i 
Qu palates iption, quantity and value of goods and the amount of 

(d) records of zero-rated and exempt supplies; 

(da) double entry sales tax accounts; 

(e) invoices, credit notes, debit notes, bank s 1 js 
bills, salary and rione bills, rud Took: ane banking instruments, inventory records, utility 
agreements; 7 greements, sale purchase agreements and lease 

(ea) record relating to gate passes, inward itward, 

(eb) electronic version of records mention zie » and transport receipts; 

ioned in clause (a) to (ea); 

(f) ^ such other records as may be specified by the B. ; and 

(1A) The Board may require a registered person ti pm 
h : 0 use only su ; 
The person will only use these accounts for makin; ber of busin: 
(2) The Board may specify to keep other records, g purchases, 
(2A) The Board may specify for any person to use e i 
(3) The Board will prescribe proci tonic fiscal ca " 

returns. The Board EU md or software for oem ers approved by the Board. . 

approve the software for intenance of records, filing of sales tax 


acci as specified. 
sales and tax payments. F 
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Act, 1990 


é rson whose accounts are i E 
are audited under Companies Ordinance, shall submit a copy of the 


) ‘ted accounts, along with a certificate by the auditors certifyi 
certifying the payment of tax. 


[n " : 
35 T0% istered person making a taxable supply shall i i rane 
0 : ring particulars in Ur du or Pasian, e numbered tax invoice at the time of supply 
a name, address and registration number of the supplier; 
(b) Eis enone the pun and NIC or NTN of the unregistered person. 
à n r where the transaction value inclusi x : 
“a E i GM if sale is being made to an ordinary diesen we 
xplanation: Ordinary consumer means a person who is buyi à i i 
not for the purpose kebaos pi o is buying goods for his own consumption and 
© date of issue of invoice; 
(à) E including count, denier and construction in case of textile yarn and fabric and quantity of 
(e) value exclusive of tax; 
[ü] amount of sales tax; and 
value inclusive of tax: 
The Board may specify modified invoices. For a taxable supply only one tax invoice shall be issued. 
Further if it is subsequently proved that CNIC provided by the purchaser was not correct, liability of tax or 
ity shall not arise against the seller, in case of sale made in good faith. 
Q Only a registered person shall issue an invoice. 
(3) A registered person making a taxable supply may issue invoices to another registered person electronicall 
and to the Board as well as to the Commissioner. 


24. Retention of record and documents for six years.- 
A person shall retain records/documents for a period of 6 years after the end of the tax period to which they 
relate or till final decision is received in proceedings for assessment, appeal and Alternative Dispute 

Resolution Committee. 


25, Access to record, documents, etc.- 
(1) Production of records 
intaini ords shall, on required by Commissioner, produce records in his possession. 
If record is kept on electronic data, he shall allow the officer to use the machine. 


Q) Commencement of audit i 
The officer of Inland Revenue after obtaining record may, once in a year, conduct audit: 
issioner in i l 


tion that r red pers: or evasion of tax, he may 
authorize an officer, not below the rank of Assistant Commissioner, to conduct inquiry/investigation. 
If records of a person have been audited by Auditor-General of Pakistan, the officer can also conduct audit;. 
(2A) For above, the Commissioner may conduct audit proceedings electronically through video links, or other 
prescribed facility. 
(4A) Completion of audit Fa IA AR 
‘After completion of audit, the officer vi assessme! ler (ws 11) imposing the 


A id penalty) and recovery of amount erroneously refunded 
correct tax (charging default surcharge an y " ly inded. 
t wishes to deposit short paid or evaded tax with default surcharge voluntarily, before 
(5) Ifa registered epe jt. no penalty shall be dedit : 
s meri it short paid or evaded tax with default serch duri i 
d person wishes to deposit sl ; v harge during the audit, or at 

if aH i resuance of show. ai tice, he may deposit evaded tax, default surcharge, and 25% 
penalty: : deposit short paid or evaded tax with def: i 

ipa wishes to ep lefault surcharge after issuance of show 
If a regi 4 is shall deposit the evaded tax, default surcharge, and full penalty and then, the show cause 
notice, shall stand abated- 


E 9M 


Aim — 
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. ing of samples.- i A 
E Wire mi fio of Inland Revenue requires à. sample y 


25 AA. Transactions between associates 


26. 
ay 


3) 


(4) 


(5) 


goods for: 


e determining tax liability or 
e — establishing their value or 
e any other reason, : amination. À ^ i i 
he may remove a minimum quantity for enabling poha re opportunity will be given to: 
While Tee : mee pode of the goods shall be informed and an opp! o 
ile taking sample 
e sign the representative samples so drawn, and 
e take a corresponding sample for his EREA 2 oean shall be kept in the record by the person 
Sample shall be taken against a proper receipt. 
and the LTU or RTO. 


may, i determine the transfer 
issi i i tween associates, determine _ transfer 
The Commissioner or an officer may, in case of transactions be Pn x eim ume 


price to reflect fair market value of supplies in an arm’s length transa 
the official gazette, prescribe rules for this purpose. 


Chapter-V 
RET S 

Return.- n ; 
Every registered person shall furnish till due date a true, complete and correct return in prescribed form upto 
15" day of next month following the end of tax period to a designated bank or other office specified by the 
Board, indicating: 

* the purchases and the supplies made during a tax period, 

e the tax due and paid and 

* such other information, as may be prescribed. 
The Board may, require any person or class of persons to submit return on quarterly basis. 
The Board may, require any person to submit return annually in addition to the monthly or quarterly return. 
Revision of return 
A registered person may on approval of the Commissioner, file a revised return to correct any omission or 
wrong declaration. It can be revised within 120 days of the date of filing 
Approval shall not be required in case revised retum is filed within 60 day. 

* the tax payable in revised return is more or 
* the refund claimed in revised return is less 

than the return required to be revised. 
When filing a revised return the followin, 
Time of furnishing revised return 
Whenever it comes to his notice, before receipt 
of notice of audit 


5 of filing of return if: 


: g upon the time it is furnished: 
juired to be 


Pointed out offi 
Revenue + default surcharge + 24 A um ` of Inland 
one i Ds evaded + default Surcharge +100 % 
hall S amount is paid the show cause notice 
Shall stand abated 


The Board may, require certain 
during a tax period. 
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shall : 
0 a tax registration number (STRN 
T name, address and registration, 


^ ere the 3 : 3 5 
does not exceed rupees 100,000, if sale is bei transaction value inclusive of sales tax 
Date of issue of invoice; 


w) descripti on, including count, denier and construction in case of textile yam and fabric and quantity of 
1 f uantity o 
y) Tax credit carried forward from previous period. : 
(vi) Value of supplies a 
(vii) Output tax due on supplies as under: 

a) Local taxable supplies 

p) Exempted supplies 

c) Zero rated supplies 
(viii) Value of purchases 
(ix) Input tax paid on purchases as under: 

a) Local taxed goods 

b) Imported taxed goods 

c) Exempted purchases 

d) Zero rated purchases 

e) Other purchases 
(x) Arrears payable 
(xi) Amount payable / refundable. 


- The registered person shall deposit in bank, the tax indicated as “Sales Tax Payable" in the 
return. 


- In case no sales tax is payable by the registered person, he shall file “Nil” return without depositing 
any tax. 


16AB. Extension of time for furnishing return 
(I) A registered person required to furnish a return ws 26 may apply to the Commissioner for an 
extension of time. 3 

Q) The application for extension will be made by the due date of furnishing the return, i 
(3) After receiving application if Commissioner is satisfied that the applicant is unable to furnish the return by 

the due date because of — — 

(a) absence from Pakistan; . 

(b) sickness or other misadventure; or 

other reasonable cause, - f , 
^d exer may grant the applicant an extension of me 
t s 1 which ext n 
(4) im on should not exceed 15 days from the due date. In exceptional circumstances longer time may 
extensii 
be granted. ion for furnishing retur, the Chief Commissi 
- not granted extension for ing return, the Chief Commissioner may on 
Where the ee pase extension or further extension upto 15 days. In exceptional 
application sme may be granted. 
à ie sion e p still be liable to pay the default surcharge. 
a perso! 
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Chapter 22: Sales Tax 


Aeee. ES te and covering such period as specifieg 
Wadi mie cu qe" pecial return within such dai 
(a) a registered Po E 
E oen da contain information relating t0* 
Li quantity manufactured, 
L purchases made, 
LI goods supplied or 
. payment of arrears made, 
(b the Commissioner may require any i. 
person shall furnish it by the date specifie = b, 
28. Final kan ing for de-registration shall before de-registration furnish a final return to the Commissioner, 
E r^s will be directed by the Commissioner. 


registered or not, to furnish a return and the 


erson whether, j 
d by the Commissioner- 


de.- l; i T 
e Kar rna R ayo ited representative shall be considered as having been filed by the person unless 


contrary is proved. 


Restriction on input on supplies to unregistered persons (Sec 73(4),Sec 23, Sec 8 
A registered person can make sales to un-registered person upto: 

e Rs. 10 million per person per month 

© Rs.100 million per person in a financial year 


In case of non-compliance the supplier shall not be entitled to claim input tax. 
[Refer Question on next page] 


Note: Above provisions shall not apply to supplies made to Federal/provincial/local Government departments, 
diplomats and privileged persons. 
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suppliers 


Star Enterprises 
Sales tax Liability 
for the month of June 


= 90% of output 
Further tax (0396 of sale to un-registered (30,000 x 3%) 


(13,600 x 90%) 


(28,000 x17%) 


(W-2) Apportionment of input tax 


Dt (registered and unregistered < 10 mill.) (50,000 + 18,000) 
Taxable local supplies (unregistered > 10 mill) 


, lies < 10 million 
Dp Texas supplies > 10 million 


to unregistered persons (taxable) include Rs. 12 million sales to a single pa 
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50,000,000 
30,000,000 
13,000,000 
1,000,000 
28,000,000 
14,500,000 

rty which is 
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THE THIRD SCHEDUU 


Fruit Juices and Vegetable Juices 
Detergents 

Toothpaste 

Shaving Cream 

Perfumery and Cosmetics 

Ice Cream 


Tea 
Aerated Waters or Beverages 


Syrups and Squashes 


10. Cigarettes 
11. Toilet Soap 


2. Shampoo 

3, Milky Drinks 

4, Powder Drinks 

5. Toilet paper & tissue paper 
6. Spices sold in retail packing 
7. Cement sold in retail packing 

8. Shoe polish and shoe cream 

9. Mineral / Bottled water 

0. Other household and specified items 


bearing brand names and trademarks. 


2 

THE FIFTH SCHEDULE ZERO-RATED $ PPLIES, 
1. Sale to diplomats, diplomatic missions, privileged persons. 
2. Sales to duty free shops - 
3. Sales of raw materials, for further manufacture of goods in the Export Processing Zone: d 
4. Sales of such locally manufactured plant and machinery to the Export Processing Zones 
5. Supplies made to exporters under the Dui Tax ission Rul 

THE TI E SUPPLI 

1. Live Animals and live poultry. 
2. Meat of bovine animals, sheep and goat 
3. Fish 
4. Eggs 
5. Live plants 
6. Pulses 
7. Edible fruits excluding those bottled or canned 
8. Red chillies excluding those sold in retail packing 
9. Sugar cane. 
10. Fruit juices, whether fresh, frozen or otherwise preserved but excluding those bottled, canned or 


packaged. 
1. Ice and waters excluding those for sale under brand names or trademarks. 


12. Bricks 


3. Computer software 
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PRACTICE QUESTIONS 


J involved in the manufacturing of cars and has provided the following data: 
(i AT gale of cars to customers 
| 2 put to personal use 6,000,000 
RER chari 800,000 
, Casgiven in chary 1,600,000 
e Cams shifted from factory for use in admin office NT 
{Purchase of goods 4,000,000 
por his tax liability. 
ar UaX ene + 800,000 + 1,600,000 + 1,600,000) x 17% 1,700,000 
Less; Input tax (4,000,000 x 17%) (680,000) 
1,020,000 
Question-2 Ty 
May June 
sales - Taxable 600,000 700,000 
Sales - Exempt 300,000 800,000 
Purchases 2,000,000 650,000 
Required: Calculate his tax liability 
Answer-2 
Calculation. of sales tax liability for May 
Output (600,000 x 17%) 102,000 
Less: Input (lower of): - Actual 226,667 
- 90% x 102,000 91,800 — (91,800) 
Tax payable 10,200 
clf- input (226,667 — 91,800) 134,867 
(Wel) Input Tax (2,000,000 x 17%) 340,000 
W-2) Apporti t of input tax 
iuri iore Sale — Input Tax 
E 600,000 ^ 226,667 
red ace 300,000 __113,333 
900,000 —— 340,000 
TOU DU gen mr S RES 
one n tax ligbility o (700,000 x 17%) 119,000 
Less; Input ved of): 51,567 
e AUN. JA 134,867 186,34 
. 90% of 119,000 107,100 — (107,100 
11,900 
- (186,434 — 107,100) = 79,334 can be claimed in next coming August. 
Lara Te (650,000 x 17%) 110,500 
© ionment of input tax 
(W-2) Apportie! Sale Input tax 
Taxable 700,000 51,567 
Exempt 800,000 58,933 
1,500,000 — 110,500 
pe 
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— 
Question-3 
Mr. Waleed provided following data: 1200,00 | 
Sales — Taxable P 
Sales — export 30 pe 
Sales — Exempt d 00,000 
Purchases from registered persons 2,000,000 
Purchases from unregistered persons 
Required: 
Calculate his tax liability. 
Answer-3 204,000 
Output tax (1,200,000 x 17%) 
Less: Input Tax (Lower of): pep 
- Actual a (183,600 
~ 90% of 204,000 E 
Sales tax payable 
-Refundable against exports Rs. 80,526 
- c/f input Tax Rs. 138,505 (322.105 — 183,600) 
510,000 
(W-1) Input Tax (3,000,000 x 1796) 
(W-2) Apportionment of input Tax Sale . Input 
1,200,000 — 322,105 
me = grum 400,000 107,368 
Siler - Exports 300,000 | — 80,526 
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eee 
Mr. Azhar has provided you the following information regarding the month of January 2011: Rs. 
@ Taxable supplies — registered persons 2,750,000 
(ii) Taxable supplies — un-registered persons 200,000 
(iii) Ice cream (an item of 3" Schedule — retail price Rs.1.5 million) 1,200,000 
(iv) Life saving drugs — exempt goods 4,000,000 
v) Exports 2,000,000 
(vi) Sales to employees 300,000 
(vii) Sales to diplomatic mission 200,000 
(vii) ^ Goods taken for private use 50,000 | 
1. Purchases of fixed assets amounted to Rs. 300,000. This figure is inclusive of sales tax. 
2. Purchase of raw material from un-registered suppliers amounted to Rs. 1,800,000. 
3. Purchase of raw material from Pakistan from registered suppliers amounted to Rs. 2,600,000. 
Purchases include two invoices: 
e one relating to March 2010 of Rs. 12,000 and 
e other relating to September 2010 of Rs. 14,000. 
The invoices were not accounted for in the relevant period because of their non-receipt, 
4, Examination of creditors’ ledger reveals that an amount of Rs. 100,000 is still outstanding on account ofthe 
purchase made from a registered supplier on July 12, 2010. The input tax on the said purchases was 
accounted for in the relevant tax period. 
5. Import of raw material Rs. 
- Value of documents retired during the period excluding custom duty 20,000 
- Rate of Customs duty 20% 
6. Brought forward sales tax credit from previous month amounted to Rs. 700,000. 
7. Debit notes issued during the tax period are: 
Debit Notes issued for purchases returns of taxable supplies 148,529 
8. Goods purchased from unregistered suppliers are exclusively used for making taxable supplies (local). 
9. Inputtax on Motor vehicles purchased amounted to Rs. 200,000. 
10. Supplies having market price of Rs. 10,000 have been replaced free of cost. 
11. Settlement/cash discount allowed on taxable sale is Rs. 2,000. 
Required: 
(a) ^ Compute the sales tax payable/refundable. 
(b) Input tax credit to be carried forward, if any. 
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Sales Tax 


wer-4 


Calculation of tax liability 


Output tax 

Less: Input tax (lower of) 
-Actual input tax 
b/f input 


-90% of output 
Less: Input on fixed assets 


Further tax@3% of sale to un-registered 
Sales tax Payable 


c/f input 
Refundable against zero-rated 


Workings 


W-1; Calculation of input tax 
Common input 


Purchase of raw material 


Imports 
Less: Purchase return 
Less: Creditors not paid in 6 months 


Input on fixed assets 


Fixed assets 


W-2: Apportionment of input tax 


Taxable local supplies 
Zero-rated (2,000,000 + 200,000) 


Exempt 


W-3: Calculation of output tax 
les to un-regi: el 
les to other. un- regi: 
Taxable supplies — registered 
Ice cream supplies 
Sales of employees 
Private use 


Not included: 
1. Invoic: 


Act, 1990... 


(4,800,000 x 17%) 


175,327 
700,000 875,327 
CUAL Lee 
734,400 
(816,000 x 90%) 0 
(200,000 x 3%) 
(875,327 — 734,400) 
(80,358 + 8,718) 
(2,600,000 - 12,000) x 17% 
(20,000 + (20,000 x 20%) x 17% 
(148,529 x 17%) 
(100,000 x 17%) 
(300,000/117x17) 
Turnover Common 
NEM m 
Ex rr EN 
4,800,000 175,327 
2,200,000 80,358 
— 11,000,000, 4 5790 


e of Rs. 14,000 is ignored as it is properly deducted within in 6 months. 


50,000 
7,800,000, 


439,960 

4,080 
(25,250) 
(17,000) 


401,790 
—rááÓ 


43,590 


Fixed 
assets 
B 


19,021 


8,718 
15,851 


43,590 


200,000 


2,750,000 
1,500,000 
300,000 


ae 
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Following data is provided by Mr.X for the month of January 


Taxable Salesto  - Registered customers 900 
- Un-Registered customers 800 
rt sales 500 
Exempt sales 3 X 300 
Purchases from - _ registered supplier 4,000 
. Un-registered supplier 1,000 
Answer-S 
Mr. X 
Month of January 
le: liabili 
Output (900 + 800) = 1,700 x 17% 289 
Less: Input (lower of:) 
- Actual -462 
- 90% of output (90% x 289) — 260 (260) 
29 
Add: 3% further tax on sale to un-registered (3% x 800) 24 
Payable to Government 53 
Refundable against zero rate 136 
C/f input to next month (462 — 260) 202 
WORKINGS 
(W-1) Input Tax 
Purchased — registered (4,000 x 17%) 680 
Purchase — Unregistered 0 
680. 
(W-2) Apportionment of input 
Taxable 1,700 462 
Zero 500 136 
Exempt 300 82 
2,500 680 
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sALES TAX RULES, 2006 


— XO oo —) Ov t^ B t — 
Seer AVeyy 


peee reese 
C WO oo -1 0 t^ P Ut 


. Short title, application and commencement [Rule 1] 


Definitions [Rule 2] 
Requirement of registration [Rule 4] 


. Application for registration [Rule 5] 


Temporary registration [Rule 5A] 

Compulsory registration [Rule 6] 

Change in the particulars of registration [Rule 7] 
Transfer of registration [Rule 8] 

Option to file application with Commissioner [Rule 9] 


. Cancellation of multiple registrations [Rule 10] 

. De-registration [Rule 11] 

. Blacklisting and suspension of registration [Rule 12] 
. Filing of returns [Rule 14] 

. Filing of Annual Sales Tax return [Rule 17] 

. Electronic filing of Sales Tax return (Rule 18) 

. Cancellation or return of supply [Rule 20] 

. Change 
. Adjustment of input and outp! 
` Destruction of goods [Rule 23] 
. Determination 


in value of supply or amount of sales tax [Rule 21] 
depen m ut tax [Rule 22] 


of input tax [Rule 25] 
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CHAPTER 23 
SALES TAX RULES 2006 
Abbreviations used 
| LRO: Local Registration Office 
CRO: Central Registration Office 
RTO: Regional Tax Office 
LTU: Large Taxpayer Unit 


Short title, application and co, 

These Rules may be called the Sales Tax Rules, 2006 

Definitions. - uer 

(xxxv) "nil return" is a return i 
period; 

xlvii) "residual input tax" is th i i 

( opens es e tax paid on Taw materials, 


mmencement. — 


CHAPTER- | 


REGISTRATION, COMPULSORY REGISTRATION AND DE-REGISTRATION 
4, Requirement of registration: The fo! 


lowing persoi i ies i i cludi ro- 
Factories) are ee sir Persons making taxable supplies in Pakistan ( including zero 
(a) a manufacturer who is not running a cottage industry; 
(b) à retailer who is liable to Pày sales tax except such retailer required to pay sales tax through his 

electricity bill; 

(c) an importer; 
(d) a wholesaler (including dealer) and distributor; 
(e) à person required, under any other Federa 


| or Provincial law, to be registered for the purpose of 
any tax collected as if it were a levy of sales tax; and 


à commercial exporter who intends to obtain sales tax refund for his zero- 


(0) 


rated supplies. 


E Application for registration: 
(I) A person required to be registered shall apply on computerized system for it through owner, member or 
partner or authorized director. Application will specify RTO where registration is required. The jurisdiction 
sis as follows: 
Person Area where registration required 
a) in case of listed or unlisted public limited | the place where the registered office is located 
compan; - . 
b) in case of other companies (i) if the company is engaged in manufacture or 
processing, the place where factory is situated; 
(ii)if the company is engaged in business other 
than manufacture or processing, the place 
where main business activities are carried on; 
c) in case ofa person not incorporated the jurisdiction where business is actuall carried on 
d) in case of a person not incorporated, having | the jurisdiction where the manufacturing unit is 
à single manufacturing unit and whose | located 
business premises and manufacturing unit 
are in different location . e 
€ jurisdiction of Large Taxpayers Units shall be specified by the Board. CMMAME SU. 
Lu : ; ci ; 
Q) may transfer registration where place of business or registered pee or ene pa taika following 
€ applicant having NTN or income tax registration shall, using his login crede! 1 
Information and documents: 
| 466 
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te issued by the bank in the name of the business; 
ith the gas and electricity supplier; 
f multiple branches at various locations; 


bank account certifica! 
registration or consumer number w 
particulars of all branches in case o 
GPS-tagged photographs of the bus 
in case of manufacturer, also the GPS tagge 


or gas meter installed. e 
G) On furnishing above documents, the system shall register the applicant for sales tax. 
(4) After registration, the applicant or his authorised person shall visit e-Sahulat Centre of NADRA with; 
month for bio metric verification. In case of failure, the name shall be taken off the sales ux k 
ive 


iness premises; and 
d photographs of machinery and industria] electricit 
y 


"nnce» 


5 Taxpayer List. $ 
P m case of manufacture, the Board may require post verification through field offices or a third party 
n case the field office, finds that any document provided is non genuine or fake or wrong, it may reque 
st 


through the system, to provide the missin; i i 
`; g document, in 15 days. In case of failure the regi 
shall be taken off from the sales Active Taxpayer List. Tita 


RuksQ ~ A 
Registration (Jurisdiction) 
Company Persons not 
(Others) incorporated 
(e.g, Individuals 
^ and AOPs) 
Vasa mx Private Co. 
ris 
Manufacturin, 3 
Place of Engaged Not engaged mámd err 
Boi n : in manufacturing business business 
~ mri (c... Engaged premises (office) premises 
^ in — of in same location (Office) 
go ar. | x different 
where locati 
factory is Place where Der DE iia 
ee carried on Place where 
seared m (Means office) manufacturing 
carried unit is 


SA. Temporary registration 


(3) e ir: i 
1€ person shall now ir "port plant, machinery and raw materials, et 
I "as IS, etc, as 


customs authorities a pest: 
post-dated cheque of eee à manufacturer, if he submits to the 
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6 Compulsory registration 
If a person required 


: shall c i ; 
@ A compulsorily registers d Courier service, Ompulsorily register through computerized 


feat Person will 
Commissioner may: comply with all rovisions of Act If h fail 
e issue notice for v ste fails to do so. 


* require him to and 


^em a erson was i 1 
Commissioner shal} can Hot liable to be re, istered bi s 
istrati ut 
default surcharge or cel the registration through com; terized wrongly registered due to e r the 
BE or penalty. However he Will onl Puterized system. Now he shall not pay ai 
) 


7 Change in the particu A 
(I) In case of change in the o Of "egistration, — 


the | 


8. Transfer of registration 
(1) The Board may transfer the registration of jurisdicti 
i : 10n of a person from jurisdict f 
Q) Ea mmy g tion j iction of one LTU or RTO to another, 
a) records/responsibilities of registered erson shall 


transferred to new LTU or RTO; 


b) U or RTO where registration is transferr shall now exercise jurisdiction regarding acti 
the LT ‘garding actions 


taken or pending against taxpayer 
Q) In case of transfer, the Board shall issue intimation letter to the person along with a copy to LTU or RTO. 


(4) If a person intends to shift his business activity from the jurisdiction of one LTU or RTO to another, he 


shall apply to the Board. The Board shall follow the procedure as per sub-rules (2) and (3). 


9 Option to file application with Commissioner: 3 à ; * 
A person unable to file application for registration or change in particulars directly in computerized system, 
he may submit data to Commissioner, who shall ensure entries in system within 3 days, 


i istrations. — = 
D Ooch sip tax registrations shall retain only 1 and surrender others to Commissioner, 
The Board may, allocate separate registration for manufacturing units in different LTU or ae ut 
Q) Th liabilities of cancelled registration shall be transferred to retained. If registrations are in the different 
Us or] e ol issi hi fer the tax arrears file: ni i 


: l. — De-registration. 
l istered person: : 
D jpem ceases to carry on his business or 
whose supplies become exempt from tax 
who transfers or sells his business, 
with another person 
sei fails to file return for 6 consecutive months or 


who ceases to remain registered dictior. for :ncellation of his registration. 


shall apply to the Cormissioner having juris 
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Q) 


Q 
(4) 


12, 


ax Rules, 2VVV S K 
Chapter Sales T ; e may issue order of de-registration op 


i initiativ 
"e his own in! 
The Commissioner, on receiving. application Following: 
cancellation of registration, with in the later s 
e 90 days from the date of application d -— jim: i 
e the date all outstanding liabilities are dep m accordingly. 


i g 1 ication and direct the 
The person shall be deregistered through computerize a Qo daysofdateof application and direct the 


i i ithin 
The Commissioner, will complete audit acca a final return (u/s 28): in. | 
applicant to discharge any outstanding liability by e the purpose of audit or inquiry. 
i be 
A person applying shall not 


rtunity of being heard is provided to him, 
The person will be de-registere: 


ncellation/cessation of registration, 
The liabilities before de-registration, shall not be affe ca 


de-registered unless he prov! 


ice is issued and oppo 
d after a notice ved because o f 


Illustration Pai ^ 
Mr. Umar applied for de-registration on 05 


issue order of de-registration if outstanding: 
(a) Tax liability is paid on 15% May 2020; , 
(b) Tax liability is paid on 12" July 2020. 


March 2020. Determine the date by which commissioner may 


Solution Lot T * 
(a) The Commissioner may issue order of de-registration within later of following: 


ication i.e. 3" 020; or 
e 90 days from the date of application i.e. 3 June 2 vis m 
e The date all outstanding liabilities are deposited by him ie. 15 May 2020. 
As 3" June 2020 is later, the Commissioner may issue order of de-registration by 3" June 2020. 


(b) The Commissioner may issue order of de-registration within later of following: 
e 90 days from the date of application i.e. 3" June 2020; or 
* The date all outstanding liabilities are deposited by him i.e. BEJ uly 2020. 
As 12" July 2020 is later, the Commissioner may issue order of de-registration by 12" J uly 2020. 


Blacklisting and suspension of registration. — 
Where the Commissioner or Board thinks that registered person is to be suspended or blacklisted, for 


ensuring that the LTUs and RTOs follow a uniform policy for suspension/blacklisti i 
procedure shall be followed:- i oo 
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where Com eem that a registered person has issued fake invoices, evaded tax or committed 
O qax fraud, registration may be suspended through the system, without prior notice, pending further inquiry: 
basis may include:- 
t -availability of the registered person at the given address; 
E al to allow access to business p remises or refusal to furnish records to Inland Revenue Officer; 
o al normal tax rofile, such as taking excessive input tax adjustments, continuous carryforwards, or 
sudden increase in turnover; 
d. making substantial purchases/supplies from/to other blacklisted or suspended person; 
non-filing of sales tax returns; 
f£ on recommendation of a commissioner of any other jurisdiction; 
g any other reason to be specified by the Commissioner; 


à the written order of suspension shall give the reasons for suspension. Order shall be sent to the registered 

all other LTUs/RTOs, the FBR's computer system for information; 

a) if a registered person does not file sales tax return for 6 consecutive months, he shall be suspended through 
the system without notice; 

q) incases, where the buyers/suppliers of suspended person, belongs to another LTU/ RTO, and they are to be 
suspended as well, the Commissioner shall inform Chief Commissioner to initiate proceedings for 
suspension/blacklisting of them; 

() no input tax refund shall be admissible to suspended person, Similarly, no input tax refund shall be allowed 
to the buyers on sales invoices issued by him (whether issued prior to or after such suspension), during 
suspension; 

(vi) the Commissioner shall, within 7 days of order of suspension, issue a show cause notice to the registered 
person to afford an opportunity of hearing within 15 days of the issuance of notice clearly indicating that he 
will be blacklisted if: 

A. there is no response to the notice; 

B. he has not provided the required record; 

C. he has not allowed access to his business record or premises; and 
D. any other reason specified by the Commissioner; 

(vii) in case notice is not issued within 7 days of the order of suspension, the order shall become void ab-initio; 

(viii) if suspended person is not available at given address, the notice may be affixed on the main notice Board of 
the LTU/RTO; 

(ix) on receipt of reply to the notice and after giving an opportunity of hearing to the registered person, if the 
Commissioner is satisfied, he may revoke the order of suspension; 

(b) BLACKLISTING 

(i) If the offence is confirmed, the Commissioner shall issue an appealable self-speaking order for blacklisting, 
and shall start legal and penal action; 

Gi) the order of blacklisting shall contain: 
© the reasons for blacklisting, 
© the time period for which refund of input tax of blacklisted person or his buyers shall be inadmissible, 

m e any tax to be paid or penalties to be imposed; 
(iii) ^ the order of blacklisting shall be issued within 90 days of issuance of the notice of hearing, otherwise it 
y shall become void ab-initio 

Gv) copies of order shall be sent to registered person, all other LTUs/RTOs, the FBR computer system. Each 
LTU/RTO shall circulate lists to their refund and audit sections; 

v) all LTUs/RTOs shall circulate copies of order along with list of invoices issued by the blacklisted persons, 

vi Ben Cid of Inland Revenue, in whose jurisdiction their buyers are ; 

meras cer receiving the list shall issue show-cause notice [under section 11] to registered persons (buyers) 
rejecting input tax claimed on sales invoices of blacklisted person and further decide the matter through 

a self-speaking appealable order. 
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= TREE 
SUSPENSION AND BLAGELIETING DECISIONS °*™ 
Order of suspension 
received on 1-March 19 
Show cause notice Show cause notice 
is not issued by is issued by 
8-March-19 (vii) 8-March-19 
Tax payer responded 
Suspension order in 15 days (vi) 
will become void 
ab initio 
Yes lo 
Reply is He will be 
satisfactory Black listed (vi) 
Yes No 
Order of suspension Offence is Confirmed (i) 
will be revoked (ix) 
Blacklisting Black listing 
order issued order not 
in 90 days issucd in 90 
| days 
He will be 
blacklisted Show cause 
notice void 


_ab initio — 
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CHAPTER-III 
CREDIT AND DEBIT NOTE AND DESTRUCTION OF GOODS 


Four scenarios T 3 d n 
l. On sale return seller will receive debit note if the buyer is registere dp 

2. On sale return seller will issue credit note if the buyer is unregistered p 

EA 


On increase in value of sale seller will issue debit note. a i 
credit note. In response to this buyer shall issue debit note 


4. On decrease in value of sale seller will issue 


[ Description Dawlance (seller) books Honda (buyer) books L — Notes 
Dawlance sold goods to Creditors Debit Note 


Honda. Honda returned Purchases return 
the goods. 
Credit Note 


Dawlance sold goods to Sales return 


Faheem (un-registered Debtors 

person) and Faheem 

returned the goods. eee AN. D atu —t 2 
Dawlance sold the goods | Debtor HRS 
and later on it increased Sales 


Dawlance sold the goods | Sales Creditors Credit Note and 
and later on it decreased Purchases Debit Note 


Debtors 
the sales price. 


DoLL——— 
20. Cancellation or return of supply.— 


[U] Where: 
— registered person has made a supply, and 
— such supply (or part thereof) is cancelled or returned, 
— the buyer shall issue a Debit Note (in duplicate), indicating: 
the quantity returned or cancelled, 
its value on the basis of the value of supply shown in tax invoice issued by the supplier (seller), 
the amount of related sales tax, and 
the following, namely:- 
(i) name and National Tax Number of the recipient (buyer); 
(ii) name and National Tax Number of the supplier (seller); 
(iii) number and date of the original sales tax invoice; 
(iv) the reason of issuance of the Debit Note; and 
(v) signature and seal of the authorized person issuing the note. 
(2) The original copy of debit note shall be sent to the supplier and the duplicate shall be retained for record. 
(3) If the supply is being returned/cancelled by an unregistered person (buyer), the supplier shall issue a credit 


note providing the same particulars as above [as are specified in sub rule (1)] and keep a copy for record. 


a) 


Example | 
Honda has purchased a refrigerator from Dawlance by paying Rs. 100 + 17. The Honda later 


on returned the refrigerator. 


a. Dawlance has made a sale to Hond% and 
b. Such sale is returned 
€. The Honda shall issue a debit note, indicating: 
e the quantity being returned (in this case 1) 
e Rs. 117 
a =Rs.17 
e The following 
i) Name and NTN of Honda 
ii) ^ Name and NTN of Dawlance 
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(2) The original copy of the debit note shall be sent to th 
retained for record. 


(3) 


e Dawlance and the duplicate copy shall be 


Example 2 
Mr. Umer Noman student at RISE (un-registered person) has purchased a refrigerator from 
Dawlance by paying Rs. 100 + 17. Mr. Umer Noman later on returned the refrigerator. 


If the supply is returned by Umer Noman (an un-registered person) the Dawlance shall issue a 
credit note, 


1, Change in value of supply or amount of sales tax — 
3 Where for any valid reason: 
w e the value of supply or 
e the amount of sales tax 
mentioned in invoice issued has increased, the su 
the following particulars, namely:-- 
[d] name and National Tax Number of the supplier (seller); 
(ii) name and National Tax Number of the recipient (buyer); 
(iii) number and date of the original sales tax invoice; 
(iv) -the original value and sales tax as in original invoice; 
(v) the revised value and sales tax; 
(vi) the difference of value and sales tax adjustable; 
(vii) the reason for revision of value; and 


(viii) ^ signature and seal of the authorized person issuing the note. 
Q) Where, for any valid reason: 


e the value of supply or 
e the amount of sales tax 
mentioned in the invoice issued has decreased, the supplier (seller) shall issue a Credit Note (in duplicate), 
with the same particulars as specified in sub-rule (1). 

6) The original copy [as referred to in sub-rules (1) and (2)], shall be sent to the recipient (buyer) and the 
duplicate shall be retained for record. 
In respect of a case falling under sub-rule (2), the recipient (buyer) shall issue a Debit Note in response to 


Credit Note issued by the supplier as an acknowledgment of the receipt. Same details will be provided in 
the Debit note. 


(1) 


pplier (seller) shall issue a Debit Note (in duplicate), with 


Example 3 
Honda has purchased a refrigerator from Dawlance by paying Rs, 100 + 17. Later on 
Dawlance informed that the actual price was Rs. 200 so Honda needs to pay further Rs, 100 
317. 
Where for any valid reason the value of sale mentioned in the invoice issued has increased, the 
Dawlance shall issue a Debit Note with the following particulars: 
(i) name and National Tax Number of the Dawlance; 
(ii) name and National Tax Number of the Honda; 
(iv) Rs. 100 +17; 
(v) Rs. 200 + 34; 
| (vi) — Rs. 100 +17 


Q) 
Example 4 
Honda has purchased a refrigerator from Dawlance by paying Rs. 500 + 85. Later on 


Dawlance informed that the actual price was Rs. 400 so Honda will receive back Rs. 100 + 
17. 


Where, for any valid reason: 
* the value of supply or 
| mentioned in the invoice issued has decreased, the Dawlance shall issue a Credit Note. 
G) The original copy of the note as referred to in sub-rules (1) and (2), shall be, sent to Honda and 
Lo the duplicate shall be retained for record. 
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" it note. em 
2 4 above Honda shall issue a debi! Honda shall issue a Debit Note with ref 
Ex. 4 ove nmm 


| Lin case of Ex ier sub-rule (2), the 


fere, 
i nt of the receipt of the s, Neg 
In respect of a case falling und Dawlance as an acknowledgme: “pt of the same, 
Dawlanc 


L to the Credit Note issued by the! "i 


22. Adjustment of input and output tax.— 
» Where c 
© the buyer has retumed/cancelled a supply oF 
© the tax for sale has been reduced 


i tax. - 1 P 
TE haer galagie entitled o cla m Pade in the same month in which goods are purchased 
it refers to a scenario w 


Example 
Ex 1) 
March 
Purchased Returned 
goods goods 
In above case we will not record input in March 
Ex. 2) 


— September i | 


Purchase Price reduced 
made at Rs. 70 by Rs. 20 


In above case we should record net purchase at Rs. 50 
(2) 


Where the buyer has 


imed input tax credit for purchase, he shall reduce or increase input tax 


in the return of period in which the note was 


| already claimed input tax 
with the amount mentioned in the Debit Note or Credit Note, 
issued, 


Hoi 
nda e d ima returned goods, 
goods Ì recor¢ 5 Per R. 20(1) now Honda will 
purchase in April issue a Debit note 
Honda rec i 
—nméupi 7 „Honda will reduce input 
——————A-Hceinput —— —— 
urchase : Creditor 
Creditor 


Purchase 


(We are debiting creditor so we 
— A will issue debit note) 
pacc - — 
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[o] 


(4) 


6) 


Whi 


ales Tax Rules, 2006 


supplier (sell a 
E E ide E Ey rid output tax in the return for the supplies against which 
y > in 4 
Debit Note, in the return of period in which de a output tax by amount mentioned in the 


Jf goods are returned by an unregistered j 
E aer elle): person, the adjustments referred above can be made on Credit Note 


September | October | 
Dawlance Sold Dawl. Increased sale price by | 
goods for Rs. 40. As per R. 21(1) Dawl. 
Rs. 70 will issue Debit note 
Dawlance recorded sales Dawl. will increase output 
Debtor 70 Debtor 40 
Sale 70 Sale 40 


Where output is reduced or input is increased, the adjustment can only be made if the Debit/Credit Note is 
issued within 180 days of the relevant supply: 


However Commissioner may, at the request of the supplier (seller) extend the period by further 180 days. 


Output Y 
Both will give à to Govt. 

Input T 
In both of the above cases note can be issued within 180 days. 


Where a cancelled or returned supply is subsequently supplied to the: 

* original buyer or 

e some other person 

with or without repairs, supplier shall charge sales tax in the normal way in return of the period in which 
these goods were supplied. 


Jan r Feb 

Sold to customer Returned Sold 
By customer again (It is treated 
o as normal sales in 


February) 


23. Destruction of Mae by the buyer because these are unfit for consumption and are to be destroyed by the 
ere goods are re ser shall destroy goods after obtaining permission from the Commissioner. The goods will 


r si 
supplier (gollen), i the supervision of an Inland Revenue Officer not below the rank of an Assistant Commissioner. 


be destroyed under the © Pict of goods 


destroyed shall not be admissible, 


anner output will not be charged. However if the goi 
is alley goods are not destroyed 


credit in res 
destroy’ 
utput will 
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Chapter 23: Sales Tax Rules, 2006 


CHAPTER-IV 
APPORTIONMENT OF INPUT TAX 

25. Determination of input tax. ; admissible. 
(1) Input tax paid on raw material purchased for only taxable suppres er ae peamisele 
(2) Input tax paid on raw material purchased for only. exempt supplies ed according to following formula. 
(3).(5) The input tax for both exempt and taxable supplies shall be apportion x Residual input a; 

Residual Input Tax Credit s A eie rr ME j 

on taxable supplies . (Value of taxable + ex all be punishable. 

An input tax claimed wrongfully because of incorrect application of formula shall be pu 5 vd 

J ar, 


(4) Monthly adjustment of input tax shall be treated as provisional ai o i > eie 
the registered person shall make final adjustment on basis of taxable and exemp ring the 


vear, 5 
[22 Z J'/Final adjustment (Us Figures Sveyg} voten Monthly Adjustment, 


— 
Explanation of Rule 25 (3) (5 


Month of March 
Input Residual 
Sale input tax 
credit 
Taxable 50 13 
Exempt 30 Dead 
80 20 
CMS Resi 
input 
(common 
input) 


Value of taxable 


Residual input tax credit — sale x residual input 
(taxable + exempt) 
50 
Papas A 


REREEMMMM 
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- 30,000) ijs 
~ Tetail price Rg L5 million) 20009 
1,200,000 
50,000 
,000,000 
2,000,000 
as commissioned into o, 
= erations during J 
Suppliers amounted to Rs. 1,800, UL E 
ered suppliers amounted to Rs, 2,609, 000. 
to March 2010 of Rs 12,000 and 
g to September 2010 of Rs, 14,000. 
ng to fake invoice of Rs, 3,000. 
issued during the tax period are: 
‘Supplies were returned to Vendors. Proper debit/credit notes Were 140,000 
ined by different customers. Proper debit/credit notes were raised 250,000 
cified period. 


E from previous month amounted to Rs. 700,000. 


17%. All the above figures where applicable are exclusive of sales tax. 


x CO — 
ed forward, if any. 


s, exclusions and disallowances. 


SS 
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he Sales Tax Act, 1990 as manufacturer-cum. 


and registered ul 


Question-2 der t 

z 3 n 

Faiz Associates (FA) is a partnership concen th of January 2018: 

distributor. Following information has been provided by FA for the mon sip 
Supplies 3,450,000 
Taxable goods to registered a ets 1,000,000 
Taxable goods to un-registere: custome! » i 500,000 
Consumable goods supplied on PIA's international flight 200.000 
Local sales zero rated 
Purchases E 2,000,000 
Taxable goods from registered suppliers 450,000 
Taxable goods from un-registered suppliers 600,000 
Exempt goods from registered suppliers j 
Input tax brought forward from December 2017 265,000 


Additional information: s 
G) Supply of taxable goods to registered customers include the following: 
. Goods amounting to Rs. 80,000 sold to Hafiz Brothers (HB) on 31 January 20 18. 
ion for registration under the Sales 


led an applicat 
ary 2018 and bad f re i number was issued till 31 


HB started business in Janu 1 
2018. However, no sales tax registration 


Tax Rules 2006 on 30 January 
January 2018. 
. Goods having market value of Rs. 600,000 which were supplied t 
company, for Rs. 500,000. 
On 1 January 2018, FA launched 
The retail price of the tooth brushes is 
it was sold at a discounted price of Rs.7 


(ii) Purchases from registered suppliers include: 
. purchase of two air-conditioners amounting to Rs. 150,000 for FA's new office. 
00 dated 22 January 2018 issued by Taqi Corporation (TC). However, 
28 January 2018. 

of which was made by depositing ca: 


o Parveen Limited, an associated 


‘Halloween Tooth Brush’ which is covered under 3rd schedule. 
Rs.100 each. However, being the first month of launching, 
5 each. 4,000 tooth brushes were sold in January 2018. 


. an invoice of Rs. 100,0 TC 
was blacklisted by the Commissioner on 
material worth Rs.350,000 the payment 
business bank account of the supplier. 

material worth Rs.200,000 against which a discrepancy has been indicated by the CREST. 

a new machine purchased for Rs. 350,000 which was commissioned into operation during 


January. 
On 1 January 2018, FA executed an agreement with Majeed Sons (MS) for sale of locally purchased goods 
S to obtain delivery of these goods anytime it likes. 


sh directly in the 


(iii) 
worth Rs.225,000. The agreement empowers M 

(v) Sales tax of Rs. 70,000, Rs. 45,000 and Rs. 68,000 was paid in cash on electricity, gas and telephone bills 
respectively. 

(v) Five electric kettles worth Rs. 75,000 were purchased for use in the offices of factory manager and first 
line-supervisors of production workers. 

(vi) During the month, FA paid Sindh Sales Tax worth Rs. 8,500 on franchise services. 
Under the Sindh Sales Tax Laws, such tax is not an admissible credit. 

All the above figures are exclusive of sales tax, wherever applicable. Sales tax is payable at the rate of 17%. 

Required: 


Compute sales tax payable by or refundable to Faiz Associates along with i i rward, i i 
the sales tax return for the month of January 2018. "n ME ses a m 3 
Note: show all relevant exemptions, exclusions and disallowances. 
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sion 


Associates (MA), an associ 
M pusittess of manufacture and q 


ation of Persons 
wns records for February 2016: 


fees » IS register, 
istribution of Vari Sed unde 


tl 
100S products, Foll 


Following information js also ay 

( Taxable goods purc] Bistered suppliers include furniture of Rs, 45, 
use in the office of marketing manager, 

(ii) MA purchased 150 


ailable: 


chedule, for the construction of a bungalow for 
a ment Was purchased at the wholesale Price of Rs, 400 Per bag. However, the retail 
Price was Rs, 500 per bag. 
(iH) ^ Advanceof Rs. 268,000 w. 
(i MA 


‘as made to Nomi Corporation for the purchase of packing materials, 
Sold goods worth Rs. 52,000 to one of its customers on two m 
of 4% mark-up. 


onths credit, The amount was inclusive 
(v) MA distributed free s. its new detergents Zeta amon 
Rs. 65,000, 
(vi) Sales tax credit brought forward from January 2016 amounted to Rs, 245,000, 
All the above figures are exclusive of sales tax, wherever applicable. Sales tax is Payable at the rate of 17%, 
Required: 
Under the Provisions 


of the Sales Tax Act, 1990 and 
payable by/refundable 
2016. 


Rules made thereunder, compute the amount of sales tax 
to MA and the amount of sales tax to be carried forward, if any, 


for the tax period February 
Note: show all relevant exemptions, exclusions and disallowances, 
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Rules, 2006 


Chapter 23: Sales Tax 


ngaged in the busines manufactur 
rin; 


ax Act, 1990 and is e 
formation has been extracted from n 
SA), 


der the Sales Ti 2 
P ts goods. Following in 


Question-4 E. : 
Samaaj Associates (SA) is registel i oth 
à ic, chemical and other consul 


of electroni 


1radin| 5 

em re month of August 2016: boni 

Sappe registered customers/wholesalers/dealers/retailers 2,000,009 

To registered corporate customers — manufactured goods 300,000 

To registered corporate customers — purchased goods 200,000 

To un-registered persons 875,000 

To persons registered as exporter 625,000 
Purchases: : , 

Raw material from registered persons 30,000 

Finished goods from un-registered persons 725,000 

Packing material from registered persons 510,000 

Local machinery from un-registered persons 360,000 

> 20,000 
472,000 


Taxable goods from cottage industry 
Imports-finished goods (includes 20% custom duty) 

h Rs. 150,000 which was used for packin 
unsold stock. E 
t 2016. However, SA did not 


persons include material wort : 
these motors Were still part of SA's 


1. Packing material from registered 
rth Rs.50,000 to SA in Augus' 


electric motors, On 31 August 2016 

2. A registered supplier had supplied goods wo 
receive the sales tax invoice from the supplier. á - ` 

3. Input tax amounting to Rs.55,900 was paid in April, 2016 but inadvertently it could not be claimed in the 
return. 

4. SA purchased high quality cables and wires worth Rs. 250,000 from a registered supplier. 

5. On 5 August 2016 SA received advance of Rs. 600,000 against supply of electric shavers to Bari 
Electronics. SA agreed to deliver the goods in September 2016. ie , 

6. Another machine purchased from registered supplier for Rs. 200,000. It is inclusive of sales tax. 

7. On 10 February 2016 SA purchased liquid nitrogen worth Rs. 300,000 from Mughal Chemicals (MC), a 
registered supplier, on credit, On 15 August 2016 SA paid the outstanding amount to MC by way of a 
crossed cheque drawn on SA's bank account. 

8. In December 2015 SA inadvertently charged sales tax of Rs. 58,000 instead of 85,000 on supply of 
chemicals to one of its registered customers. So far, SA has not obtained permission from the 


Commissioner Inland Revenue for revision of return. 
9. In July 2016 unadjusted input tax in excess of 90% of output tax amounted to Rs. 10,000. 


All the above figures are exclusive of sales tax, wherever applicable, Sales tax is payable at the rate of 17%. 


Required: 
Under the provisions of the Sales Tax Act, 1991 
payable by or refundable to SA and the amount of sales tax to be carried 


2016. 
Note: Show all relevant exemptions, exclusions and disallowances. 


0 and Rules made thereunder, compute the amount of sales tax 
forward, if any, for the tax period August 
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cip 


Jim 


EU (JA) is registered under the Sales Tax Act 1990. JA runs multiple businesses. 
ngit 


taney information has been extracted for the month of February 2017: 
following Rupees 
sop pit, grabie goods exported to Qatar 100,000 
Taxable goods to registered customers 750,000 
Taxable goods to unregistered customers 550,000 
Exempt goods to unregistered customers 50,000 
area able goods froni registered suppliers 3,000,000 
Taxable Packing material from registered suppliers - for taxable sale 200,000 
- For exempt sale 60,000 
Exempt goods from registered suppliers 70,000 
Taxable goods from unregistered suppliers 95,000 


The following further information is available: 


10) 

(i) 
(ii) 
(iv) 


w) 
(vi) 


(vii) 


(viii) 


Supply of taxable goods to registered customers include Rs. 200,000 supplied to an associated company at 
a special discount of 25%. Normal discount is 10%. 


Taxable goods to un-registered customers include goods worth Rs. 200,000 sold to cottage industry in Bela. 
The rest of the goods were sold to educational institutions in Zhob. 


A credit note for Rs. 100,000 was issued by JA to a customer on reduction of sale price. The goods were 
sold in November 2016. 


Taxable goods purchased from registered suppliers include: 


o a new electronic cash register purchased for Rs. 200,000 which was commissioned into operation 
during February 2017. 

o office equipment of Rs. 50,000, purchased for the warehouse and an air-conditioner of Rs. 30,000 
for new office. 

o an amount of Rs. 30,000 paid for purchase of raw material. However, only 30% of the goods were 
supplied during February 2017 for which sales tax invoice has been issued by the supplier. 

o Wires and cables of Rs. 50,000 and electrical and sanitary fittings of Rs. 90,000. These items 


were used in the renovation of a factory building. 
Exports include supply of taxable goods of Rs.20,000 to a retailer in Export Processing Zone. 
Exempt supplies include distribution of free samples of exempt goods among the vendors. Value of 
such goods amounted to Rs. 10,000. 
A machine costing Rs. 50,000 is imported for use in exempt sale. 
Sales tax credit brought forward from January 2017 amounted to Rs. 245,000. This amount was inclusive 


of input tax of Rs. 120,000 paid on a chemical which could not be used before the expiry date and was 
consequently destroyed in February 2017. 


Rate of sales tax is 17%. All figures are exclusive of sales tax. 


Required: 
Under the provisions of the Sales Tax Act, 1990 and Rules made thereunder, compute the amount of sales tax 
ips by or refundable to JA and the amount of sales tax to be carried forward, if any, for the tax period February 


Note; 


Show all relevant exemptions, exclusions and disallowances. 
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990 as à manufacturer. Following information has been 
1 


uestion-! n" 
JF Associates (FA) is registered under irs Tax 
provided by JFA for the month of August 20-0: Y 


1,300,000 
1,000,000 


Taxabl : 
Taxable goods from. unregistered persons 


nclude sale to G 
either invoice Wa! 


Exempt g gi 
Exports to Saudi Arabia 
Purchases 
ae rae ——— e goods from reg istered persons 


oration of goods worth Rs, 


halib Corp: ; 
delivery and payment 


Additional information: "d " 

i Supplies of taxable goods to rei istered persons 1 : 

x 225 000. The peut for sale hes been signed but ni s issued nor any 
was made in August 2020. game 

(ii) Supplies of taxable goods to unregis ns include sales ^ : 

(iii) Own manufactured equipment = wo! sed for internal testing pui 
department. 

(v) JF issued a debit note of Rs. 35,000 to Hali Brothers to 
was originally raised in January 2020. 

(vy) Goods pledged with a bank were sold by the bank in an auction for Rs. 80 
of these goods was Rs. 1,000,000. x 

(vi) The auditors have proposed to make a provision of 50% against obsolete and expired stock of 

Rs. 350,000. The goods are lying in warehouse since July 2017. Input tax relating to this stock was claimed 

in July 2017. 

On 25 August 2020 JF issued discount coupons worth 


grand annual sales exhibition to be held in December 2020. 
120,000 was given to local distributors. 


(viii) An early settlement discount of Rs. 
(ix) Free replacement of defective parts costing Rs. 400,000 relating to goods which were sold under 1-year 

warranty. The market value of such parts was Rs. 550,000. 
1,000,000 respectively were acquired and 


(x) Two machines A and B costing Rs. 1,500,000 and Rs. 
0. Machine A has been used for the manufacture of taxable 


commissioned into operation in August 202 
(local) as well as exempt supplies whereas Machine B has been used only for manufacture of export 


supplies. 

In June 2020 JF inadvertently charged sales tax of Rs. 58,000 instead of 85,000 on supply of chemi 
one of its registered customers. So far, JF has not obtained permission from the Commissioner 
Revenue for revision of return. 

(xii) ^ Sales tax credit brought forward from previous month amounted to Rs. 425,000. 


s. 40,000 to end consumers. 
rposes in R&D 


tered perso! 
rth Rs. 375,000 was u 
rectify a mistake in JF’s sales i 


0,000. The normal selling price 


invoice. The invoice 


Rs. 150,000 to its customers for participating in 


(vii) 


cals to 


(xi) 
Inland 


Except where otherwise specified, all figures are exclusive of sales tax. Rate of sales tax is 17%. 


Required: 
In the light of the provisions of the Sales Tax Act, 1990 and Rules made thereunder, compute the amount of sales 
(18) 


tax payable by or refundable to JFA and input tax to be carried forward, if any, for tax period August 2020. 


or 
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THEORY QUESTINS O 
TAX BY ICAP Ne 


n-1 
dg term " time of s " wi, 
Plain the upply" with reference to the Sales Tax Act 1990 


| E 
jon- 
ly registered hi 
Hi Omar has recently registered himself ung 
following in the light of the Sales Tax Act, lw -— 
Whether taxable supplies can be sold at disc 
Whether sales tax is payable on discounted : 
Whether discounts can be given at varyi 
please draft a suitable reply. RE 


3 
(Q. 11 March W 


ax A i 
ct, 1990. He has Written a letter enquiring the 


o 
o 


rates. 


7 (10) 
t ied (Q.12 
Explain the incidence of sales tax, if any, for exporters. M 


(7) 
- (Q. 13 March 2002) 


Ó Whether trade discount allowed on product i i s 
has Dia Ned or Latico the Third Schedule will affect sales tax levied 


8) 
(Q. 12 September 2002) 


The finance manager of ABC Ltd requests for an advice on ‘Tax Invoice’, please draft a suitable reply in the light of 


Sales Tax Act, 1990. (8) 
(Q. 13 September 2002) 


Elaborate the term ‘input tax’ as defined in the Sales Tax Act,1990 (5) 
(Q.11 September 2002) 
“7 
a) Distinguish between the concept of "zero-rating' and ‘exemption’ under the Sales Tax, 1990. (5) 
b) What are the minimum information required to be given on sales tax invoice, 6) 
(Q.11 March 2003) 
i “ P d in the Sales Tax Act, 1990. 6) 
xplain the term “Manufacture” as used in r A 
efine the following terms in the light of Sales Tax Act, 1990. ro 
) Manufacture or produce. à) 
) — Supply. Q 
) Taxable activity. (Q.10September 2003) 
-10 , intained by a person registered under the Sales Tax Act, 1990 und 
equired to be maintai y (5) 
st down the records that are req atine? (Q.12 September 2003) 
r What period the recerds c 72 to be mi : 
m ; Tax Act. 1990 wi 
iefly explain the uses of det end credit notes under the Sale Tax (Q.11 March 2004) 
iefly expiain the v «^ 
@) 
- i Tax Act, 1990: Q) 
fine the following in the light of Sales (Q.9 March 2004) 


Due Date 
Reiail price we es 07 
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of any ‘excess tax” collected from the 
8) 


t, 1990 in respec 
(Q.9 September 2004) 


Que: tion-13 
eu the treatment provided under the Sales Tax Ac! 


customer. 
ion-14 i ero rate. (3 
Question aeger of goods on which sales tax is chargeable a Z (Q.13 September 2004 
(5) 
(2) 


of sales tax. (2) 


ient features of a tax invoice? 
(Q. 14 September 2004) 


5 
Discuss the sali taxi 
issue a tax invoice DS 
required to maintain records for 


the purpose 


(b) ji 
(c) State the period for which a person is 
uestion-16 0? 
Define the following with reference to the Sales Tax Act, 199 m 
(a) Input-tax (4) 
(p) — Manufacture (Q. 11 September 2004) 
uestion-17 
Define the following with reference to the Sales Tax Act, 1990:- " 
(a) Associated person a 
(b) Manufacturer or producer . b 
(e) Taxable supply. 
AUS (Q, 9 March 2005) 
uestion- 
What impact would a change in rate of Sales-tax have in case of: i 
(1) 
(4) 


(a) Supply of goods. 
(b) Import of goods. 
(Q. 10 March 2005) 
(3) 


Question-19 
What are the precondition of claiming input tax against output tax by à registered person? 
(Q. 11 March 2005) 
Question-20 
State under what circumstances the sales tax authorities are empowered to black list a registered person? (2) 
pm (Q. 12 March 2005) 
Define Sal of supply’ under the Sales Tax Act. 1990 for the following situations: 
(a) consideration for a taxable supply is partly in kind and partly in m 
(b) Trade discounts. PUR ds n 
T (Q. 13 March 2005) 
Who is required to file a final return under the Sales Tax Act, 1990? When is it required to be filed? Q) 
tion- ` (Q. 14 March 2005) 
(a) Identify the persons required to be registered und 
i ler the Sal 
(b) Under what circumstances is a registered person liable ER bs: i © 
7 de einai, e de-registered? Also explain the procedure for 
c xplain the provisions relating t isti 7 
g to blacklisting and suspension of registration, s 


(Q. 11 September 2005) 


jon-24 
In the monthly sales tax return filed ui 
nder the Sales Tax A i 
output tax payable. ee ee i is adj i 
p! payable. You are requested to comment on the following a wi ipte ns pono is adjusted against 
input / output adjustment: 


(a) Can input tax paid in prior peri i 
periods be claimed i 
e uL pr D in a monthl 
e. E TE EE PAT ios paid exceeds output mi ees 
able if output tax for the month is e itai r4 heir e 
sclosed at a lesser amount. (3) 
(Q.10 September 2005) 
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;Theory Questions on Sales Tax by ICAP 


Chapter 


on-25 


P 1 Sua 
he exports which are outside the purview of zero rating under section 4 of the Sales Tax Act, 1990. (3) 
the e 
List down 


- (Q.9 March 2006) 
ut demum of section 26 of Sales Tax Act, 1990 with regard to the following: (5 
Explain ision of retum 
Utente i i f ice by the department. (4) 
^ Revision of return during audit or after issuance of a show cause notice y i (0.10 March 2006) 
jon-27 
Deleted ^ 
mem i i i lain the following; 
With reference to Sales Tax Rules relating to the apportionment of input tax, explain the follo g: S 
(a) Residual input tax : i : 
(b) Manner or computation of residual input tax credit on taxable supplies (3) 
(o Concepts of provisional and final adjustment (3) 
(Q. 12 March 2006) 
Question-29 
(a) Where goods supplied are return 


ed, the supplier is required to issue credit note. The buyer responds by 
issuing a debit note. 


You are required to Specify the particulars to be menti 
(b) Describe the circums 


ioned on the debit note issued by the buyer. (6) 
tances under which a registered person shall not be able to claim or deduct input 
tax? (6) 
(Q.7 September 2006) 
Question-30 
(a) What is the difference between zero-rated and exempt supplies? (4) 
(b) A registered person is required to maintain certain records under the Sales Tax Act, 1990. You are required 
to: 
) explain the provisions relating to maintenance of records, 
Gi) list down the records that are required to be maintained 
(iii) specify the minimum period for which the records are required to be retained, (10) 
* (Q.8 September 2006) 
(a) 


Used in the above Statement describing the Scope 
List down the Persons who are required to be registered under the Sales Tax Rules, 2006. 5 
2. E (Q.7 March 2007) 


A H 5 a person registi 
ation of his registration? 5 Bistered under 


(3) 
(Q.8 September 2007) 
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by ICAP. 
| Chapter 24:Theory Questions on Sales fux by 


P where a registered persons is engageq 
rmined and claimed (6 


Question-33 x raw material be dete! 3 ) 
i 4 tered pei 
(ow pu pujas De exempt supplies? d Mr. Farooq: Both of them are registered persons, 


in making taxable as well as 06 by Mr. Pervez ant arooq within two months. At the time of 
(b) SEU eg ds br is ze d computers to renee Mk the Government withdrew this 
ae rele yh sa iik from sales tax. a n signing of contract and balance on the 
entering into contact, ors July 1, 2006. 25% advance was pai ability of sales tax. 
de d Pu pi 2006. ‘Advise Mr. Pervez on the charge 
ie! ^ 


Questi. invoi time of supply of goods. What 
poe S istered aking a taxable supply has to issue a tax porc at the G) 
a registered person m: - invoice? à 3 
are tie particulars that are required to be mentioned teeta of input tax. You are required to explain 
^ m" n 
b) Sales Tax Act, 1990 places certain restrictions 0 
the related provisions in respect of the following: TE : 
(i) Extent of restriction on admissibility of input tax, tax which had been so restricted may 
(ii) The conditions under which the amount of input 


(3) 
(Q.7 September 2007) 


subsequently be allowed; h © 

(iii) ^ Treatment of sales tax paid on acquisition of fixed assets. aia March 2006) 

Question-35 & 

Explain the concept of “Value of Supply" under the Sales Tax Act, 1990. (Q. "(s)September 2008) 
Question-36 

a) Mr. Kazim has recently started a business and has been registered under the Sales Tax Act, an. You are 

required to explain to him the provisions of Sales Tax Act, 1990 relating to maintenance and retention 

of records. a 1 

the 


b) Certain food items supplied by Pakistan Distributors (Pvt) Ltd. (PDL) have been returned by 
customers after the expiry date. PDL wishes to destroy them. Specify the procedure which would have to 


be followed in this regard, (4) 
(Q. 6 September 2008) 

Question-37 
Under the Sales Tax Rules, 2006 the FBR has prescribed certain rules for filing the electronic return. You are 
required to briefly explain these rules. (6) 
(Q. 7 (b) September 2008) 

Question-38 


(a) Discuss the provisions of the Sales Tax Act,1990 with regards to the following: 
(i) Filing of return. 
(ii) Voluntary revision of return, 
Gii) ^ Revision of return during or after issuance of a notice of audit. (8) 
(b) With reference to the Sales Tax Act, 1990, identify the situations under which regi: 
entitled to claim or deduct input tax. C? registered person shall not be 


(8) 
(Q. 7 March 2009) 


n-39 
(a) Identify the situations under which i i 
: anes a person registered under the Sales Tax Act, 1990 is liable to be de- 
) Briefly explain the procedure for de-registration as speci @ 
pecified 
(c) Comment whether the following persons are required to be mister Rules;2006, © 
() Mr. Yahya is a wholesaler and his annual business turnover is Rs.4.9 milis ^ad 


ls from unregistered suppliers. are either €xempt supplies or 
v r. Farooq is a distributor of consumer goods and hi 
(Y) Mr. Rafiq is a manufacturer of candles. His ane Pepi mover is Rs.15 million 
million. twelve tax periods was below Rs. 10 


(6) 
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0 
y any valid reasons the value of supply or the amount of sales tax mentioned in the sales tax invoice issued 
i gnere ed, the supplier shall issue Debit Note or a Credit Note. 


pscing Discuss the rules relating to adjustment of input and output tax on issuance of Debit or Credit Note, as 
Reed jn the Sales Tax Rules. (6) 
su 


(Q.8 (a) September 2009) 


n-4l v 
Quem the provisions of Sales Tax Act, 1990 relating to maintenance and retention of records by a registered 
3) person making taxable supplies 


: (9) 
) List the type of exports which are outside the purview of zero rating. (3) 
5 ; (Q.7 March 2010) 
@ State the situations when a registered person shall not be entitled to claim or deduct input tax under the 
Sales Tax Act, 1990. (6) 
v Mr. Rizwan, a sales tax registered person, is carrying on business in the name of Rizwan Enterprises. On 
February 15, 2010, he sold certain goods to his customer against which he intends to issue a credit note in 
the month of September 2010. 
| Required: 
Explain whether Mr. Rizwan can issue the credit note in the month of September 2010, under the Sales Tax 
Rules, 2006, , (4) 
© Explain the provisions of Sales Tax Act, 1990 with regard to the following: 
0) Change in rate of tax during a tax period (4) 
(ii) ^ Excess tax collected from the customer (3) 
(Q.7 September 2010) 
n-43 


@ Samad Corporation (SC) supplies specialized material to various industrial concerns, The company has 
entered into following transactions during the month of February 2011. 
(i) Supply of material costing Rs. 3 million to AB Limited (ABL). It has been agreed that ABL would 
settle the transaction by paying Rs. 1.5 million in cash and the balance amount by way of allowing 
SC to use ABL's import quota. The market price of the supply is Rs. 3.5 million. 
(ii) Supply of material to DM Limited (DML) at a discounted price of Rs. 6.8 million. Due to 
particular relationship, DML has been allowed a special discount of 15% as against the normal 


business practice of 8%. 

(iii) Supply of 20 tons of material, falling under third schedule, to BML at a wholesale price of Rs, 
138,000 per ton. The retail price of the material is Rs. 150,000 per ton, i 
Required: 


In each of the above situation, advise the management about the value of supply on which sales 

tax would be levied under the provisions of Sales Tax Act, 1990 (7) 

(b) List down the particulars to be mentioned on the debit note issued by the supplier in the event of change in 
the value of supply, under the Sales Tax Rules, 2006. (4) 


(Q.2 March 2011) 


(a) Under what circumstances, a registered person becomes liable to be de-registered under the Sales Tax Act, 
1990. Also state the procedures for deregistration as enumerated in the Sales Tax Rules, 2006. (7) 
(b) Mr. Gohar has recently been registered under the Sales Tax Act, 1990. He is engaged in the export and 
distribution, of consumer products. Before filing the first return, he wishes to obtain advice on the following 
matters; 
(i) Eligibility for a refund if input tax paid is in excess of the output tax payable for the month, 
(ii) Consequences of non-payment of the entire amount of tax due as indicated in the return. 
(iii) Concept of provisional and final adjustment. 
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Required: (8) 
Comment on each of the above matters. (Q. 7(2), (b) September 2011) 


and sale of taxable as well as zero-rated products. 


Question-45 


Ms. Zamarrud is engaged in the manufacture 
Required: llowi iters: 
As a tax consultant, advise Ms. Zamarrud on the following matters: ; output tax liabilit 
(a) The conditions that need to be satisfied for the adjustment of input ur cci tax liability. i S 

(b) Any seven situations in which input tax is not allowed to be adjusted SR ‘which itis paid. M 
(c) The remedy available to her if she fails to adjust input tax in the period ! (Q.8 March mu 


ales Tax Act, 1990. (3) 
be eligible for zero rating. — (3) 
(Q.7 September 2012) 


Question-46 
(a) Identify the goods that shall be charged at the rate of 


(b) List the situations in which the type of goods identified in (a) ab 


Question-47 
(a) Under the provisions of Sales Tax Act, 1990 and Rules mad 
tax return in each of the following cases: 
(i) On 1 August 2012, Sara registered herself under the Sales Tax Act, 1990. : 
(i) Fatima filed the return for the month of July 2012 on 10 August 2012. She wants to revise perreta te 
Correct certain errors. 
(iii) Amna Engineering Limited (AEL) is registered under the Sales Tax Act, 1 
sales tax return for the financial year ended 30 June 2012. 
Gv) Abida wants to deregister herself with effect from 30 September 2012. Q 
d Revenue identified a deficiency in 


(b) While carrying out the sales tax audit of Haleema, the Officer of Inlan: f 1 
the amount of sales tax deposited by her. She acknowledged this deficiency but failed to deposit the 


balance amount. A show cause notice was issued to her for the payment of the balance amount. 
n, Also explain whether it would have been to her 


zero per cent under the S 
ove would not 


e thereunder, identify the last date for filing of sales 


990. AEL wants to file annual 


Determine Haleema’s liability in the above situatioi 
advantage if she had paid the amount before issuance of the show cause notice. (3) 
(Q.8 September 2012) 
Question-48 
Identify the persons who are considered as manufacturers under the Sales Tax Act, 1990. (6) 
(Q.7 (a) March 2013) 
Question-49 
Under the Sales Tax Rules, 2006: 
(a) Identify the situations in which a registered person is liable to be deregistered. (4) 
(b) State the steps involved in case of de-registration of a person on his own initiative. (3) 
i (Q. 8 March 2013) 
Question-50 
(a) State the provisions of Sales Tax Act, 1990 relating to maintenance an i i 
coe pro erai enfe g d retention of records by a ned 
(3) 


les relating to filing of electronic return under the Sales Tax Rules, 2006. 


(b) Discuss the rui 
(Q. 8 September 2013) 


Question-51 
Under the provisions of Sales Tax Act, 1990: 
(a) Identify the situations under which a debit or credit note may be issued by a registered 
[5] 


person. 
(b) Discuss the conditions under which a registered person may file a revised return. (3) 
(Q. 10 March 2014) 


Question-52 
Under the Sales Tax Act 1990, “Taxable activity’ means any economic activi i 
or not for profit. You are required to specify the activities that are Pint oria bna: T il earl 


above definition. 
(6) 
(Q. 11 March 2014) 


489 


eee 


Scanned with CamScanner 


i 


- ter 24: Theory Questions on Sales Tax by ICAP 


psi the Sales Tax Act, 1999 ani 


E d Rules made ther 4 

6 d List the persons who are required to be RAN 
(i) Change in rate of tax during a tax Period ; à) 
There are certain food items in th 


(4) 
ed by the customers 
under the Sales Tax Rules, 2006 if 


r n e inventory Of XY Limited (xy: i 
(9 after the expiry date. Specify the Procedure which must be bio ros 
ms. 


ales Tax A, i 1 " 
decronic appliances. ct, 1990 and is engaged in the business of export and distribution of 
2 CUTEM Sal 
le provisions of the 
ie pn ‘ales Tax Act, 1990 and Rules made thereunder, 


(3) 
ess of the output tax payable for the month. 
inal adjustment in rel i i : * 


[ Q) 
ation to * Apportionment of input tax’, (2) 
Teas (Q.8 March 2015) 
(a) Under the Provisions of the Sales Tax Act, 1990 explain the following: 

(i) Input tax in relation to a Tegistered person o 
(ii) Supply (4) 

(b) Baber Associates, who is registered with the Inland partm: 
supplied Hee xcu ee diuum Revenue De ent for sales tax purposes, has 


6) 
(Q.6.b, September 2015) 


Under the provisions of the Sales Tax Act, 1990 and Rules made thereunder, briefly describe the following: 
(a) How and under what circumstances th 


e Inland Revenue Department may recover the amount of sales tax 
from a person without issuing him a show cause notice. (4) 
(b) Rule relating to change in the Particulars of registration other than the change of business category. — (8) 


(March 2016, Q.6) 


(a) Under the Sales Tax Act, 1990 and Rules made thereunder, 
tax’, How it differs from ‘Residual input tax credit"? 


68) 
(b) Under the provisions of the Sales Tax Act, 1990 enumerate any four features distinguishing the concept of 
"Zero rating’ from ‘Exempt supply’. 


(4) 
(c) Identify the records which a registered person making taxable/exempt supplies is required to maintain at his 


business premises or registered office under the Sales Tax Act, 1990. 
(Note: details of contents not required) 


briefly describe the concept of *Residual input 


(4) 
(Q.6. September 2016) 


(a) Und the provisions of Sales Tax Act, 1990 and Rules made thereunder, identify the circumstances in ~~ 
() e etai person is not allowed to reclaim or deduct input tax paid. © 
ii i iable for deregistration. - > WO os 
ipo ae pula = i invoice with an incidence of sales tax inting 
id Limi tly issued a tax invoice 
s rA Vv pun esie aie Rs, 45,000. The error was detected on 15 February 2017 i.e, after 
expiry of 180 days. 


(4) 
Advise Abid Limited in the light of Sales Tax Rules, 2006. (Q.8. March 2017) 
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icity bill. He has mad 
ç through electricity bi le sale 
‘oom and been pay e Spe yet Mr. D also purchased leather from d 
ds small shoe makers. ‘The sale proceeds from the said produce 


Question-59 


Mr. D is running a shoe shown 
shoes of Service Industries worth Rs.7, 
market and get it manufactured from th 
goods were Rs. 5,500,000. 
Required: 
State whether the above person is required to 
(manufacturer, retailer, etc.) and in which scheme of taxat 


r the sales tax laws. If yes, then in which category 


istered unde 
be register services et c.) 


ion (registration, 


d the sales tax registration in November 


Question-60 d obtaine 
3 i iness an 
Mr. Furqan intended to commence à manufacturing busines as stipulated. No sales tax returns were filed 


t start his business r 
ex d 2016, he received a notice from the department of Inland 


ber by May 15, 2016. 


2015. Due to unavoidable circumstances, he co 
since he did not carry on any taxable activity. 
Revenue directing him to furnish the return of Novem! 
Required: 

Advise Mr. Furqan whether he is required to file the sales tax return. 


Question-61 2 : E 
Folad Limited (FL) has supplied 50 tons of Iron Bars to Tameer Limited (TL). The market price of the supply is Rs, 


2.5 million exclusive of sales tax. Owing to financial difficulties, TL has requested to settle the price by transferring 

a piece of land having a market value of Rs. 2.3 million and to pay Rs. 75,000 in final settlement along with the 

applicable sales tax by way of a cheque drawn in favour of FL. 

Required 

(a) Comment on the chargeability of sales tax in the above situation. dp 

(b) Under the provisions of Sales Tax Rules, 2006 narrate the procedure to be followed by Tameer Limited, in 
the above situation, if it decides to return 20 tons of Iron Bars to Folad Limited due to sub-standard quality. 


Assume that both FL and TL are registered taxpayers. 


Question-62 

Zubair has recently been registered under the Sales Tax Act, 1990. You are required to advise him on the following 

matters: 

(a) Type of exports which are outside the purview of zero rating. (03) 

(b) Eligibility for a refund if input tax is paid in excess of output tax payable for the month. (03) 

(c) The conditions required to be fulfilled for filing a revised return. (02) 

(d) Concept of provisional and final adjustment in relation to * Apportionment of input tax’. (02) 

(e) How to deal with change in rate of tax during a tax period. (04) 
(Q.7 September 2017) 

Question-63 

Under the provisions of the Sales Tax Act, 1990: 

(a) ^  Listthe exceptions to the following general rule: é 


(i) Where the taxable supplies are made to a person who has not obtained registration number, there shall 

m raa levied and paid a further tax at the rate of 3% of the value in addition to the normal rate of 

o. (03) 

(ii) Goods exported shall be charged to tax at the rate of zero percent. (0) 

(b) Explain the term “Temporary registration’. Briefly discuss the rights, obligations and responsibilities ofa 
person who has obtained temporary registration. (06) 

(Q.6 March 2018) 


Question-64 
(a) Under the Sales Tax Act, 1990 and Rules made thereunder, briefly describe: 
G temporary sales tax registrati i ivati LETS ing 
) €— ee gistration and rights, obligations and responsibilities of a person PN 
(i) ^ differences between rules applicable to exem] à 
u) he et pt and zero rated supplies. (4 
(iii) the provisions related to excess/additional amount of sales tax oulieeted by aregistered person. (03) 
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a Commissioner of Inland Revenue, having jurisdic 
fake invoices, evaded tax or committed tay aoe 


ion, is satisfied that a regist d i 
a fra gistered person has issued 
prior notice, pending further inquiry, e ey 


Suspend the registration of such person without 


Under the Sales Tax Act, 1990 and Rules 


TT made ther, E 
allow the Commissioner to suspend the resi under, state any four basis of such satisfaction which 


stration as described above. (03) 
(Q.6 September 2018) 
Queis isons of Sales Tax Act, 1990 and Ri identi 

Under vba iy be liable for eru ules made thereunder, identify the circumstances in which a 
registered (03) 
(Q.6 March 2019) 

Qus Under the provisions of the Sales Tax Act i 
(2 B hs ttn of n: airs ck uin a 1990 and Rules made thereunder, briefly describe the treatment 
0) There are certain goods returner ica 


d by the custom 
option but to destroy them, z ee uni 


Specify the procedure which must be followed b: is 
Bie destruction of such Reais ‘Owed by a registered person under the Sales Tax Rules, 2006 for 


2 
© Who is required to file the following sales tax returns? Also mention the due date of filing of these osm 
(i) Monthly return (ii) Special return 
(ii) Final retum (v) Annual retum 04) 
(Q.6 September 2019) 
-67 


Under the provisions ofthe Sales Tax Act, 1990 and Rules made the 
(i) Difference between zero rated supplies and exempt supplies. 


x y (04) 
(ii) How and under what circumstances the Inland Revenue Department may recover the amount of sales tax from 
a person without issuing him a show cause notice. 


(04) 
(iii) Concept of provisional and final adjustments in relation to “Apportionment of input tax’. (02) 


(Q.7 (b) March 2020) 
Question-68 


reunder, discuss the following: 


Sun Associates (SA) has recently been registered with the Inland Revenue Department under the Sales Tax Act, 
1990. 


Required: 

Under the Sales Tax Act, 1990 and Rules made thereunder, 

(a) Identify the documents which SA may require for claiming/adjusting the input tax relating to the following 
activities: 
(i) supply of taxable goods (01) 
(ii) import of goods into Pakistan (02) 
(iii) ^ goods purchased in an auction (02) 

(b) State the requirements relating to retention of records and documents that SA should comply with. — (02) 


(Q.5 Sep. 2020) 
Question-69 


Rapid Associates (RA) has been registered under the Sales Tax Act, 1990 since 2014. During the month of June 
2020, RA issued fake sales tax invoices amounting to Rs. 5 million to one of its customers. Apart from this, RA has 
‘always been in compliance with all the regulations of the Sales Tax Act, 1990. 


Required: M. 
Under the. provisions of the Sales Tax Act, 19090 and Rules made thereunder, discuss the consequences which s 
may have to face due to issuance of fake invoices. (06) 
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CAP PAST PAPER SOLUTIONS 


AT PAST PAPER SOLUTIONS 


sable supplies can be sold at discounted price. Provided that tax invoice shows the discounted price and the 


reli ‘ax will be payable on discounted pri i 

ils tax Will be pay -ounted price excluding the amount of tax. 

The the discount allowed should be in conformity with the normal business practices 
io need any further details please feel free to contact i 


Answers 
The goods exported by exporters shall be charged to tax at the rate of 0%. [Section 4] 

Ifthe zin tax paid by a registered person on taxable purchases made during a tax period exceeds the output tax on 
account ot: 


` zero rated local supplies or 
. export 


the m. of input tax shall be refunded to the registered person within 45 days of filing of refund claim. 
[Section 


For claiming of refund, only such person shall be treated as manufacturer-cum-exporter who has his own 
manufacturing facility. [Section 2 Definitions] 


Answer 4 


a) In respect of supplies specified in Third Schedule tax shall be charged at the rate of 17% of the retail price. 
b) ‘retail price", with reference to the 3rd Schedule, means the price fixed by the manufacturer or importer, in 


case of imported goods, including all duties and taxes (other than sales tax) at which a brand of an article 
should be sold to general public. 
Where more than one price is fixed for the same brand, highest price will be taken as retail price, 
D) 


No this will not affect the tax levied because as per the provisions of law supplies specified in Third 
Schedule tax shall be charged at the rate of 17% of the retail price. 


Answer 5 
Section 23 in letter form. 


Answer 6 
Refer definitions 


Mv 2: TM supply is chargeable to tax at the rate of 0% however exempt supply is not chargeable to tax 
at all. : : n m. 
id on raw material used in making zero-rated supplies is refundable whi wn 
e d in making exempt supply is not refundable. while Input tax paid on raw 
b s. 2301) 


Answe! 4 
Answer sions 
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S 
Refer definitions 
Answer 10 
S. 23(1) and S. 24 

nsw " " 
Following are the uses enr and e note: and such supply of part thereof is cancelled or returned, the 
. Where a registered person 
yer), the supplier (seller) shall issue 


buyer shall issue a Debit Note 


m 
If the supply is being returned/ cancelled by an unregistered person (b 


. 
unt of sales tax mentioned in the invoice issued 


a credit note — 
° Where for any valid reason the value of nape i x os 
i : à i E. 
has increased menje TEAN or the amount of sales tax mentioned in the invoice issued 
. 4 h 
has decreased, the supplier (seller) shall issue a Credit Note 
Answer 12 
Refer definitions 
we 
S.3B 


be charged to tax at the rate of zero per cent:-- 


in the Fifth Schedule; 


Answer 14 
The following goods shall 
a conveyance proceeding to a destination outside 


(2) goods exported, or the goods specified 

(b) supply of stores and provisions for consumption aboard 
Pakistan 

(c) such other goods, as the Federal Government may specify by notification in the official Gazette, whenever 

ion for the purposes of national security, natural disaster, national 


circumstances exist to take immediate acti 
food security in emergency situations and implementation of bilateral and multilateral agreements 


Answer IS 
a) Write down sub-section (1) of section 23 briefly. 
b) Only a registered person is permitted to issue a tax invoice. No person other than a registered person shall 


issue an invoice 
c) S.24 


wer 
Refer definitions 


Refer definitions 


Section 5 


Answer 19 
A registered person shall not be entitled to deduct input unless: 

Document required 
in reopen Li invoice n his name and having his registration number 
bil ‘eating his registration number LOI he cene ihe LM 
connection is installed: = 

x M Tor ck vay » declared such supply in his return or he has not 
recorded. ue as indicated in his return than input cannot b° 


In case of purchases made by him 
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rts made by him 


: impo He holds bill of entry or goods declaration 
"T of imp! L try or goods declaration in his name and showing 


his sales tax registration number. It shoul uly cleare e 
numb hould be d leared by th 
y T 


He holds a treasury ch: in hi 
ry challan, in his name and ing hi istrati 
number, showing payment of sales tax. —— 


(case of goods purchased in auction 


answer 20 
je 120) 


Ru! 


et 21 
fer definitions 


Answer 22 
A person applying for de-registration shall before de-registration furnish a final return to the Commissi 
manner and time for filing of return will be directed by the Commissioner. [Sec. 28] made oor he 


er 23 
a) Rule 4 
b) Circumstances 
Following persons may be liable for de-registration: 
é who ceases to carry on his business or 
whose supplies become exempt from tax, or 
who transfers or sells his business 
who inerges with another person 
who ceases to remain registered 
who fails to file return for 6 consecutive months 


Procedure 

The person shall apply to the Commissioner for cancellation of registration. The Commissioner, on 
receiving application or on his own initiative may issue order of de-registration or cancellation of 
registration, with in the later of following: 

e 90 days from the date of application or 

e the date all outstanding liabilities are deposited by him. 

After this such person will be de-registered through computerized system. 

The Commissioner, upon completion of any audit proceedings or inquiry which is initiated because of 
application of de-registration, shall complete the proceedings or inquiry within 90 days of date of 
application and direct the applicant to discharge any outstanding liability by filing a final return (u/s 28): 

A person applying shall not be de-registered unless he provides record for the purpose of audit or inquiry. 
The liabilities before de-registration, shall not be affected because of cancellation/cessation of registration. 


Answer 24 


a) Where a registered person did not deduct input tax within the relevant period, he may claim such tax in the 


return for any of the six succeeding tax periods. 
b) A Nord pem, other than public limited companies listed on Pakistan Stock Exchange, shall not be 


allowed to adjust input in a tax period exceedini 90% of tax. 
If the excess input tax relates to supplies other than zero-rated or exports, such excess input tx may be 
: 4 


forward t n and shall be trected as input tax for that period and the Board may, 
input tax. 


il edure for refund of such excess , 

e) Er: Ruin should file a revise retum.A registered person may, subject to approval of he 
Commissioner Inland Revenue, file a revised ret within 120 days of the fiting of return to correct any 
omission or wrong declaration m: 
Approval shall not be required in 

* the tax payable | 4 : 

e the refund claimed in revised return is less 


than the return required to be revised. 
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Answer 25 
Following goods exported shall not be charged to tax at the rate of zero per cent: 


[0] Goods exported that are intended to be re-imported into Pakistan; or 
(i) goods that have been entered for export but are not exported; or d 
(Hi) goods that have been exported to a country specified by the Federal Government: 


= Inland Revenue, file a revised 
a) A registered ;, subj f the Commissioner Inland Re » sed retum 
ihi ue rn Tank nore g declaration made therein. 


within 120 days of the filing of return, to correct any omission or wronj ti T 
Approval shall not be required in case revised return is filed within 60 days of filing of return if: 
* the tax payable in revised return is more or 
* the refund claimed in revised return is less 


than the return required to be revised. d i i 
b) When filing a revised return the following amounts are required to be paid depending upon the time the 
revised retum is furnished. 
Time of furnishing revised return Amount required to be paid 


Amount of tax pointed out by officer of Inland Revenue 
+ default surcharge +25 % of penalty 

Amount of tax evaded + default surcharge +100 % 
penalty [ If this amount is paid the show cause notice 
shall stand abated, 


During audit and before receipt of show cause 
notice 


After issuance of show cause notice 


Answer 27 
Deleted 


Answer-28 

a) Rules Definitions 

b) Sub-rule (3) of Rule 25 
c) Sub-rule (4) of Rule 25 


Answer 29 
a) The buyer shall issue a Debit Note (in duplicate), indicating: 
LI the quantity being returned or cancelled, 
LI its value determined on the basis of the value of supply shown in the tax invoice issued by the 


supplier (seller), 
the amount of related sales tax paid thereon, and 
LI the following, namely:-- 


(i) name and National Tax Number of the recipient (buyer); 

(ii) name and National Tax Number of the supplier(seller); 

(iii) number and date of the original sales tax invoice; 

(iv) the reason of issuance of the Debit Note; and 

(v) signature and seal of the authorized person issuing the note. 
b) Same as Answer 42(a) 


Answer 30 

a) A zero-rated supply is chargeable to tax at the rate of 0% however exempt supply is not chargeable to tax 
at all. 
Input tax paid on raw material used in making zero-rated supplies is refundable while Input tax paid on raw 
material used in making exempt supply is not refundable, 


b) 
i) A registered person making taxable supplies shall maintain and keep at his: 
. business premises or 
. registered office 


in English or Urdu language the records of: 
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er 31 
Refer definitions 


a) 
b 


a) 
b) 


Rule 4 


S. 23(1) 
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goods purchased and imported and 
supplies made (includin 


; g zero-rated and exempt li 
by him or by his agent in such fo ipt supplies) 


(a) 


(b) 


(c) 


(d) 
(da) 
(e) 


(ea) 
(eb) 
(b 


rm that his tax lial 


" bility can be readily ascertained. 
Following records are required to be kept: y |y ascertain 


records of supplies made shall indicate the description, quantity and value of goods, name 
and address of the person to whom supplies were made and the amount of the tax 
charged; 

records x goods purchased. Shall show the description, quantity and value of goods, 
name, address and registration number of the supplier and the amount of the tax on 
purchases; 


records of goods imported shall show the description, quantity and value of goods and the 
amount of tax paid on imports; 

records of zero-rated and exempt supplies; 

double entry sales tax accounts; 


invoices, credit notes, debit notes, bank statements, banking instruments, inventory 
records, utility bills, salary and labour bills, cash book, rental agreements, sale purchase 
agreements and lease agreements; 

record relating to gate passes, inward or outward, and transport receipts; 

electronic version of records mentioned in clause (a) to (ea); and 

such other records as may be specified by the Board. 


A person, who is required to maintain any record or documents, shall retain these for a period of 6 
years after the end of the tax period to which they relate. 


Following persons may be liable for de-registration: 
who ceases to carry on his business or 


whose supplies empt fi 
who transfers or sells his business 


or 


who merges with another person 
who ceases to remain registered 
who fails to file return for 6 consecutive months. 


Rule 25 (3),(4),(5) 


As per provisions of law, in case of exempt supply, tax shall be charged in the period in which exemption is 
withdrawn. Therefore full amount of supply shall be charged to tax in the month of July, 


S. 23(1) 


(i) 


Gi 
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A registered person, other than public limited companies listed on Pakistan Stock Exchange, shall 
not be allowed to adjust input in a tax period exceeding 90% of the output tax. 

The Board may, by notification in the official Gazette, exclude any person or class of persons from 
the purview of above provision. 


A registered person, may be allowed adjustment or refund of input tax not allowed due to 
restricting the admissibility of input tax upto 90% of output tax. 


For claiming the adjustment/refund the person should fulfill followin; 


conditions:— 


Person Condition applicable 


account are subject to audit | annual audited accounts, duly certified by the 


lf the registered person’s | The person should furnish a statement along with 
| under Companies Act, 2017 auditors 
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should fulfill the conditions and 
The person be specified by the Boarg 
Be may be sj ard 
[P [asesor | icons a may be specified by tn moni i), 


P hall be 
justmentrefund of input tax, sh n. : i 
de end of io fimi year of the registered POUT fully adjustable against the output tax in the 


(iii) Tax charged on the acauisi 


4 CAP 
Chapter 24: Theory Questions on Sales Tax by I 
[1 


month it is purchased. 
Refer definitions 
baad 
a) S. 22(1) and S. 24 
b) Rule 23 
7 
Rule 18 
a) 
(i) Rule 14 and 18 = land Revenue, fil 1 
= ANGA i , Subject to approval of the Commissioner In| and Revenue, lle a revised 
+d telum within 120 dayne rh of return, to correct any omission or wrong declaration made 
therein. ‘ i 
Approval shall not be required in case revised return is filed within 60 days of filing of retur 
if: 
* the tax payable in revised return is more or 
* _ the refund claimed in revised return is less 
than the return required to be revised. 
Overall performance of the candidates was good as they were able to demonstrate their 
understanding of Section 26 (3) of STA-1990, However, some candidates mi 
points i.e. that the revi: i i 
(iii) 
ge +100 % 
amount js paid the show cause 
ted 
b) Same as Answer 42(a) 
a) 


Mig Persons may be liable for de-registration: 
a io i i 


ceases to carry on his business o 
b) whose supplies become exempt from tax, or 
€) who transfers or sells his business 


d) who merges with another person 
€) who ceases to remain regi 


f) who fails to file return for 6 consecutive months 
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À The person shall apply to the Commissioner for cancellation of registration. The Commissioner, on 
b 


receiving application or on his own initiative may issue order of de-registration or cancellation of 
registration, with in the later of following: 


e 90 days from the date of application or 
e the date all outstanding liabilities are deposited by him. 
After this such person will be de-registered through computerized system. 
The Commissioner, upon completion of any audit proceedings or inquiry which is initiated because of 


application of de-registration, shall_complete the proceedings or inquiry within 90 days of date of 


application and direct the applicant to discharge any outstanding liability by filing a final return (u/s 28): 


A person applying shall not be de-registered unless he provides record for the purpose of audit or inquiry. 
The liabilities before de-registration, shall not be affected because of cancellation/cessation of registration. 


Registration 
required 


[_ diy [No — | Since he has no input tax to claim, he will not opt for registration. 
fey | yer — 1 All distributors must register irrespective of their total turnover. 


A manufacturer being a cottage industry is not required to be registered if its annual 
À 3 turnover is or below Rs. 10 million and it fulfills the other conditions as well. 
Answer 40 

Rule 22 


Answer 41 
d  — S. 22(1) and S. 24 
b) Following exports are outside the purview of zero rating: 
(i) Goods exported which are intended to be re-imported into Pakistan. 
(ii) Goods that have been entered for export but are not exported. 
(iii) Goods that have been exported to a country specified by the Federal Government 


(a) 
A registered person shall not be entitled to claim or deduct input tax paid on: 
(i) goods or services used or to be used for any purpose other than for taxable supplies made or to be 


made by him; OR goods or services used or to be used for making the exempt goods supplies. 
(ii) any other goods or services specified by the Federal Government; 


(iii) the goods which are subject to extra tax in addition to normal tax payable at 17%, 

(iv) fake invoices. 

(v) purchases, in respect of which a discrepancy is indicated by CREST or input tax of which is not 
verifiable in the supply chain; 

(vi) taxable goods or services which has not been deposited into government treasury by the supplier. 


(vii) ^ purchases made by a registered person, who fails to furnish the information required by the 
Board through a notification. 

(viii) ^ purchases where payment has not been made through crossed cheque. 

(ix) goods and services not related to the taxable supplies made by the registered persons 

(x) goods and services acquired for personal or non-business consumption 

(xi) goods used in immovable property, or permanently attached to immovable property, such as 
building and construction materials, paints, electrical, pipes, wires and cables, but excluding pre- 
fabricated buildings and good acquired for sales or re-sale or for direct use in the production of 
taxable goods; 


(xii) vehicles specified in Customs Act, parts of such vehicles, electrical and gas appliances, furniture, 


ee 
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nic cash registers), but excluding goods acquired fo, 


office equipment (excluding electro lei. 


sale. 


i he provincial sales 
services in respect of which input tax adjustment is barred under the p es tax la, 


ales tax at the rate of J 


(xiii) R 
í ipme ject to Si 
(xiv) import or purchase of agricultural machinery or culpis er Ma BIS buyer, 1 0; 
(xv) such goods and services which, at the time of filing of ret : Y Miser a NOt been 
jeclared by the supplier in his retum or he has not paid the tax due as in is SA an his retum 
ii egistere ers 
(xvi) — supplies used for specified goods if such good are ded E iesesedh Pon 
(xvii) — the input on goods or services relating to süpplles made v TN of the recipient OM pro 
basis, for which sale invoices do not bear the NIC number or " . 
(b) nt supply. As the supply was mad 
ade 


A credit note can be issued within 180 days of the date of relevant $ i 
on February 15, 2010, the 180 days expired on August 14, 2010 . Therefore the credit — note 
be issued in the month of September 2010. J iad £ 

However, the Commissioner, at the request of Rizwan Enterprise, extends ds E the Submission 
of the credit note. The Commissioner has been empowered to extend the un d a i ays by a further 
180 days at the request of the supplier in writing giving reason for the desired extension in time 


(c) (i) 


Cannot 


. If there is a change in the f tax: 
> a biais bates by a registered person shall be charged to tax at such rate as i. 
force at the time of supply. 3915 in force - 


» Imported goods shal] be charged to tax at such rate p 
Y ES A case the ete pee entered for home consumption, on the date on Which a 


ion is presented. 
powers a clad from warehouse, on the date on which a 200ds 


declaration for clearance of such goods is presented. 
Where a [goods declaration] is presented in advance of the arrival of the conveyance by Which 


Y 


E H 
the goods are imported, the tax shall be charged as is in force on the date on which the manifest 
of the conveyance is delivered. , 

L] If the tax is not paid within seven days of the presenting of the goods declaration the tax shall be 


charged at the rate as is in force on the date on which tax is actually paid. 4 
If there is a change in the rate of tax during a tax period, a separate return has to be furnished in respect of 


each portion of the tax period showing the application of different rates. 
(c) (ii) S. 3B 


Answer-43 
a) : 
i) In case the consideration for a supply is partly in kind and partly in money, the value of the supply 
i i mount of tax ; 


shall mean : M 
Therefore, in this case sales tax would be payable on the market price of Rs. 3.5 million. 


ii) In case of trade discounts, sales tax would be levied on the discounted price excluding the amount 
of tax; provided the tax invoice shows the discounted price and the related tax and the discount 
allowed is in conformity with the normal business practices; 

In this case the discounted price to be shown on the sales tax invoice would be the one computed at 


8% discount. Therefore, value of supply would be Rs. 7.36 million (Rs. 6.8m/0.85 x 0.92 ). 

iii) On items specified in the Third Schedule, sales tax is charged on the retail price of goods excluding 
the amount of retail tax . 
Therefore, in this case sales tax would be levied on Rs. 3.0 million (Rs. 150,000 x 20 tons) 


b) If'a debit note is issued on account of change (increase) in the value of supply mentioned on the — invoice, 


it shal! contain the following particulars: 


(i) name and National Tax Number of the supplier (seller); 
(ii) name and National Tax Number of the recipient (buyer); 
(iii) number and date of the original sales tax invoice; 

(iv) the original value and sales tax as in original invoice; 
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chapte 


the revised value and sales tax; 

V) the difference of value and sales tax adjustable; 

(vii) the reason for revision of value: and 

(viii) ^ signature and seal of the authorized person issuing the note. 
NS 


j) Same as Answer-23 (b) 
a) 


i) Ifthe input tax paid by a Tegistered 
D output tax on account of: 


person on taxable purchases made during a tax period exceeds the 
o 


zero rated local supplies or 
o export 

made, the excess amount of input tax Shall be refunded to the registered person within 45 days of filing of 
refund claim. 

If the excess input tax relates to Supplies other than zero-rated or exports, such excess input tax may be 
carried forward to the next tax period, and shall be treated as inputtax for that period and the person will 
be allowed an adjustment or refund of input tax 
tax upto 90% of output tax. 


not allowed due to restricting the admissibility of input 


For claiming the adjustment/refund the person should fulfill following conditions.— 
Person Condition applicable ] 
(i) | If the registered Person's account are | The person should furnish a statement along with 
subject to audit under Companies Act, | annual audited accounts, duly certified by the 
2017 auditors 
(ii) | In case of other persons 


The person should fulfill the conditions and 


| restrictions as may be > Specified by the Board 
made on yearly basis in the second month 


of the financial year of the registered person 
ii) 


following the end 


However no penalty shall be im 
iii) Sub-rule 4 of rule 25 


Answer-45 
a) S.7(2) 
b) S. 8(1),Q) 


€) Where a registered person did not deduct input tax within the relevant 


return for any of the six succeeding tax periods. So she can claim it till 
Answer-46 


Auwer-s0 


posed unless a show cause notice is given to such person. 


period, she may claim such tax in the 

I next six succeeding tax periods. 

a) The following goods shall be charged to tax at the rate of zero per cent;-- 

" (i) ve exported, or the goods specified in the Fifth Schedule; 

(ii) supply of stores and provisions for consumption aboard a Conveyance proceeding to a destination 
outside Pakistan , l 

(ii) such other goods, as the Federal Government may specify by notificatio 


: 5 z : in the official Gazette, 
whenever circumstances exist to take immediate action for the purposes of national P a 
disaster, national food security in emergency situations and implementation of de ge 
multilateral agreements 


n 


he rate of zero per cent: 
i s shall not be charged to tax at t i 
2 ae Pi that are intended to be re-imported into Pakistan; or 
V oods that have been entered for export but are not exported; or 
tu ene that have been exported to a country specified by the Federal Government 
n S 
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Answer-47 
a (i) September 18, DIR 
G Denis on r 
um Tt wil be filed at such date as directed by the Commissioner 
a shall pay amount of tax evaded plus default surcharge plus Pe 


(b) After issuance 4 

ee haere then she would have been paid 25% " 
laleema. 

penalty along wil the amount of tax evaded an 


is paid the show cause 


Answer-48 
S. X17) 


Answer-49 
Same as Answer 39 (a), (b) 


Answer-50 
a) Same as Answer-36 (a), Chapter 25 


b) Same as Answer-37, Chapter 25 


Answer-51 d : 
a) Following are the situations under which a debit or credit note may be issued by à registered person: 
1) Wherea registered person has made a supply and such supply or part thereof is cancelled or returned 

2) Where for any valid reason the value of supply or the amount of sales tax mentioned in the invoice issued 


has increased. 
3) Where, for any valid reason the value of supply 


has decreased. 


or the amount of sales tax mentioned in the invoice issued 


roval of the Commissioner, file a revised return within 120 days of 


c) A registered person may, subject to app 
the filing of return, to correct any omission or wrong declaration. 
Approval shall not be required in case revised return is filed within 60 days of filing of return if: 
= the tax payable in revised return is more or 


= the refund claimed in revised return is less 
than the return required to be revised. 
Answer-52 
“taxable activity”, means any economic activity carried on b; 
ty", mean e yy a person whether or not fc i m 
m an activity carried on in the form of a business, trade or manufacture; Been 
(b) an activity that involves the supply of goods, th idi : 
ie providi i ; 
(c) a one-off adventure in the nature of a trade; fi j aha rete er peth; 
(d) anything done during the commencem: i 
ent i i ivi 
etos ame or termination of the economic activity, 
(a) the activities of an emplo: idi, 
ee providing services t 
(b) an activity carried i i p $n employer; 
ty on as a private recreational hobby; 
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a 


4) 


(a) a manufacturer except a cottage industry; 

(b) A retailer who is required to pay sales tax ex i i i 
E xcept such retailer required to pay sales tax through his 

(©) an importer; 

(d) a wholesaler (including dealer) and distributor; 

6) a person required, under any other Federal or Provincial law, to be registered for the purpose of 
any tax collected as if it were a levy of sales tax; and 

© ; 


a commercial exporter who intends to obtain sales tax refund for his zero-rated supplies. 
ii) 5 

Hess is a change in the rate of tax- 

(8) a taxable. supply made by a registered person is chargeable at the rate applicable at the time of su ly: 
() im orted 


oods shall be chargeable at following rates- 
Scenario 


th Rate to be used 
the goods are entered for home | The rate applicable on the date on which a goods 
consumption 


declaration is presented 
If the goods are cleared from warehouse The rate applicable on the date on which a goods | 


— E declaration for clearance of such goods is presented 
Where goods declaration is presented in advance of the arrival of conveyance, the tax shall be calculated at 


the rate applicable on the date on which the manifest of the conveyance is delivered: 
In case of clearance of goods from warehouse if the tax is not paid within 7 days of the presenting of the 
goods declaration, the tax shall be charged at the rate applicable on the date on which tax is actually paid. 


b) 


Where goods are returned by the buyer because these are unfit for consumption and are required to be destroyed by 
the supplier (seller), the XYL shall destroy the goods after obtaining permission from the Commissioner. The goods 
will be destroyed under the supervision of an Inland Revenue Officer not below the rank of an Assistant 
Commissioner. The input tax credit in respect of goods destroyed shall not be admissible. 


Answer-54 
a) Same as Answer-42 (a) 
b) Following goods shall not be charged to tax at the rate of zero per cent: 


(i) exports that are intended to be re-imported into Pakistan; or 
(ii) goods that have been entered for export but are not exported; or 
(iii) goods that have been exported to a country specified by the Federal Government: 
The Federal Government may restrict input tax credit for person making a zero-rated supply. 
c) Refund of input Tax x A 
A registered person, other than public limited companies listed on Pakistan Stock Exchange, shall not be 
dm to adjust input in a tax period exc eding 90% of the output tax. not b 
Excess input tax shall be carried forward to the next tax period, and shall be treated as input tax for that 
period. The adjustment/refund of input tax, shall be made on yearly basis in the second month. following the 
; jal year of the registered person. 
ne oca said bY a registered person on purchases exceeds the output tax because of: 
ie 
. zero rated local supplies or 
one ithi f filing of refund clai i 
"i pis input shall be refunded within 45 days o! g nd claim. The Board nm 
refund shall be paid with duty drawback. 


:————— XN 
TS ë ë o ai 
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d) Monthly adjustment of input tax shall be treated as provisional adjustment and at the end of financial Year 
the registered person shall make final adjustment on basis of taxable and exempt supplies made during the 
year. 


Answer-55 
(a) 
(i) Input tax in relation to a registered person means: 
(i) tax levied on supply of goods received by the person; 
(ii) tax levied on goods imported by the person; t "C 
(iii) tax levied under Federal Excise Act in sales tax mode on goods/services acquired by the person, 
(iv) Provincial sales tax levied on services rendered or provided to the person and 
(v) tax levied under the Sales Tax Act, 1990 as adapted in the State of Azad Jammu and Kashmir, on the 
supply of goods received by the person; ue j 
(ii) “supply” means a sale or transfer of the right to dispose of goods as owner, including sale under a hire 
purchase agreement, and also includes - 
(a) putting to: 
* private, 
e business or 
* non-business 
use of goods produced during taxable activity; 


(b) auction or disposal of goods to satisfy a debt; and 
(c) possession of taxable goods held immediately before de-registration. 
(d) in case of manufacture of goods belonging to another person, the transfer or delivery of such 


goods to the owner or to a person nominated by him, 
The Board with the approval of Federal Minister in-charge may specify other transactions as supply. 
(b) Where, for any valid reason the value of supply mentioned in the invoice issued has decreased, Babar 
Associates shall issue a Credit Note (in duplicate), with prescribed particulars. 
The original copy, shall be sent to the Mubarak Enterprise and the duplicate shall be retained for record. 
Mubarak Enterprise shall issue a Debit Note in response to Credit Note issued by the Babar Associates as 
an acknowledgment of the receipt. Same details will be provided in the Debit note. 


Answer-56 
(a) As per S.11A of Sales Tax Act 1990, where a registered person pays tax less than indicated in his return, the 
short paid tax (including default surcharge) shall be recovered from him: 
by stopping removal of goods from business premises and 
e through attachment of business bank accounts 
e without giving him a show cause notice. 
However penalty will be imposed after issuing show cause notice. 
(b) As per Rule 7 of Sales Tax Rules 2006, 
(1) In case of change in the name, address or other particulars in registration certificate, the person shall 
notify it in computerized system in 14 days of change. 
Q)  Ifchange is approved, computerized system will issue revised registration certificate. The effective 
date shall be the date the person applied for change. 
(3) The Commissioner may based on available information, after inquiry and after providing 
opportunity of hearing make modifications in the registration of the person. 


Answer-57 
(a) 
"residual input tax" is the tax paid on raw materials, components and capital goods used for making taxable as 


well as exempt supplies. It does not include the input on raw materials used wholly for making taxable or 
exempt supplies; 
“Residual input tax credit” 
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i X for both exempt a d ; 
The input. tax. Nd taxable sui 
Residual Input Tax Credit Polis shall be SPportioned According to fo 
on taxable supplies Value Of taxable su 


ed llowing formula; 
les x Resi 
(Value of taxable £sidual Input Tax 


* exempt Supplies) 


Products 
Covered 


Goods menti 
Notified by 
" FBR 


oned in Sixth Schedule, 
Federal Government and 


Invoicing 
Requirements 


r of registration 
No invoice shall be raised, 
(c) Records.— 
a) A registered person making taxable supplies 
j © axable supplies 
Tated and exempt supplies): 
(a) 


shall maintain following records of goods (including zero 
Tecords of supplies made 
(b) records of 


goods purchased 
(c) records of 


goods imported 

(d) records Of zero-rated and exempt supplies: 

(da) double entry sales tax accounts; 

(e) invoices, credit notes, debit notes, bank Statements, banking instruments, inventory records, 
utility bills, salary and labour bills, cash book, rental agreements, sale purchase agreements and 
lease agreements; 

(ea) record relating to gate 

(eb) 


passes, inward or outward, and transport receipts; and 
electronic version of records mentioned in clause (a) to (ea); and 

(f) Such other records as may be Specified by the Board 

(2A) The Board may specify for any person to use 


electronic fiscal cash registers approved by the Board, 


Answer-58 

(a) (i) Same as Answer 42 (a) 
(ii) Same as Answer 39 (a) 

(b) 


isi where for any valid reason the amount of sal 
u dee e atten ui (seller) nd issue a Debit Note (in duplicate 
Shore emp is reduced or input is increased, the adjustment can on 
‘heme eit days of the relevant supply. [Rule 22 (3)] 
z d pude as the output will increase b: 
m TENE even after 180 days. 


es tax mentioned in invoice 
). [Rule 21 (1)] 


ly be made if the Debit Note 


y Rs. 20,000 so the adjustment can be made on 


ategory of Registration ELI of Taxation ] 
anufacturers and Retailer egistration required 


nswer-60 i fi il /null ret 
Answer-60 on, Mr. Furqan was required to file a nil /m 
Being a registered Pon out any taxable activity after the registration. F. 
fact that he eoe in imposition of penalty. 

due date mà: 


urn for each tax period irrespective of the 
ailure of Mr, Furqan to file a return by the 


a e € 
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Answer-61 


(a) In case the consideration for a supply is in ki 


shall mean the open 


Rs. 2,500,000 and not the consideration rec 


(b) Return of supply 


Tameer Limited (TL) would follow the 


[0] TL shall 


Folad Limited (FL), indicating the q 
value of Iron Bars as shown in thi 


Questions on Sales lax 


i i y, the value of the su; 

i in kind and partly in money : : supply 
ket price of the iur eld oie amount of tax. Therefore, value of supply shall be 

market price > g 

j eived i.e. Rs.2,375,000. 


j spect of Iron Bars süpplied to it by 
in resp letermined on the basis of ike 


returned, its value d' 
FL and the amount of related sales tax paid 


e following procedure: 
Note (in duplicate) 
uantity being 
invoice issued by 


issue a Debit 


je tax 


thereon, as well as the following, namely:- 


for record. 
Answer-62 
a) Same as Answer 54 (| 
b) Same as Answer 54 ( 
c) Same as Answer 51 ( 


name and registration number E 
name and registration number of the supplier i.e. FL 
number and date of the original 
the reason of issuance of the debit Note; and 

e signature and seal of the authori 
(ii) The original copy of the debit note sl 


of the recipient i.e. TL; 
| sales tax invoice; 


ized person issuing the note. , 
hall te sent to FL and the duplicate copy shall be retained by TL 


[Rule 20 (1) and (2)] 


b) 
c) 
b) 


d) Same as Answer 54 (d) 
e) Same as Answer 42 (c (i) ) 


Answer-63 


(a) (i) An SRO provides following list 


of persons on which further tax is not chargeable: 
Electricity energy supplied to domestic and agricultural consumers. 


(i) 

(ii) Natural gas supplied to domestic consumers. 

(ii) ^ Motor oil, diesel oil, jet fuel and fuel oil. 

(iv) Goods sold by the retailers to end customers. 

(v) Pn of goods directly to end customers including food, beverages, fertilizers and 
vehicles. 

(vi) Items listed in Third Schedule 

(vii) Second hand worn clothing and other worn articles falling under PCT heading 
6309.0000. 

(viii) Fertilizers 

(ix) Supplies by steel melters, re-rollers and ship breakers operating under Chapter XI of 
Sales Tax Special Procedure Rules, 2007. 

(x) Supplies ciate a the Fifth Schedule to the Sales Tax Act, 1990. 

(xi) Supplies made to Government, semi-government ani i 

(xii) ^ Supply of white crystalline sugar. g penne eae ei 

(ii) Following goods shall not be charged to tax at the rate of zero per cent: 

(i) ^ exports that are intended to be re-imported into Pakistan; or 

Gi) goods that have been entered for export but are not exported; or 

(iii) goods that have been exported to a country specified by the Federal Government 


(c) Refer Rule 5A. 


Answer-64 
a) 


Refer rule SA 
Refer past paper question 30 (a). 
Refer past paper question 42 (c) (ii). 
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where i er is satisfied 
Commissioner is sai 


that a registered ^ 
; B Person ha: pes 
» fraud, registration may be suspended through the Gass ae Take invoices, evaded tax or committed 
va basis may include:- = MOREE GE notice, Pending further inquiry, 
ilability of the regist p à i j 
. non-availability o € regis; ered erson at the given address; 
" al to allow access to business remises or Tefuusal to gu 
c. abnormal tax profile, such as taking Excessive input arum records to Inland Revenue Officer; 
i ii E kem: a Justments, Continuous Carry forwards, or 
i tantial purchases/sy lies fr d 
d. making Substantial purchases; PPlies from/to othe; 
e, nonefiling of sales tax Teturns; i Placklisteg oF Suspended Person; 
f. on recommendation of a commissioner ofany Other jurisdiction: 
any other reason to be Specified by the Commissioner: i 
uera person may apply to Commissioner for de-re istration i ing ci 
Every EP who ceases to carry on his business or EUM ong SToumstances; 
e — whose supplies become SXempt from tax, or 
e he transfers or Sells his business: or 
e merges with another Person 
Ifa registered person fails to file tax return for 6 consecutive months, th issi 
: 3 ; | » the Commissioner may after issuing a 
notice shall issue order of -registration and he will be de-registered through computerized system, : 
@ Refer S. 5. 
w) Refer rule 23. 
© 
Registered person 15" of next month & llowi 
following any 
tax period (Electronic filing — 1g^ 
of next month 
Special retum [S27] Registered or Unregistered On the date Specified by the 
persons Commissioner in its notice calling 
for such return, 
Qi) | Final retum S28] | Person who has applied for Qn the date specified by the 
deregistration Commissioner, 
(v) Every private or public limited 30" of September following the end| 
company of financial year, 
( Same as Answer-57(b) 
(i) Same as Answer-56(a) 
(iii) Same as Answer-54(d) 
(a) 


Following documents are required for claiming input: : . 
ituati Documents required - 
ae He holds a tax invoice 
number in resp 


A taxable supply of goods 


in his name and having his registration 
t of such supp 


l 
e d 
ill of entry or goods declaration in his name ani 
Vieni pe tax registration number. It should be duly 
s "m 
cleared by the Custom authorities. 


holds a treasury challan, in his name and bearing his 
: 
a ih number, showing payment of sales tax. 


Goods imported into Pakistan 


Goods purchased in an auction 


SS 
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: by ICAP 


the end of the tax period to whic 
l i ds/documents for a period of 6 years after hich they 
A person shall retain records/do 


É , appeal and Alternative Diss," 
(b) hy per ceedings for assessment, ap ‘spur 
relate or till final decision is received in proceeding: e 
Resolution Committee. a 
Answer-69 : n has issued fake invoices, evadeg us 
` 3 P i Voles, = ax 
(i) Where Commissioner is satisfied that a registered through the system, without prior notice, Pending 
committed tax fraud, registration may be suspended 1 g 
further inquiry. nsion. Order shall be sent to the rey; 
g ; s for suspe! acu ge Fée st en 
(ii) the written order of suspension shall give the een ralon Sered 
ede, all otber ETUSIRTOS, the ER's d d person. aene to another LTU/ RTO, and they are f 
A ; 2 5 í le > RU HS TO, ; o 
a te acco ee oe Coe ul ion Chief Commissioner to initiate Proceedings for 
suspension/black listing of them; LT E a 
E d n. Similarly, no input tax refund Shall be 
iv 20 input tax refund shall be admissible to suspended perso 3 Á after such snc. tll be 
P on eb sales invoices issued by him (whether issued prior to or after such Suspension), 
during Suspension. EU C i br 
Q the Commissioner shall, within 7 days of order of suspension, EE coerente Wy ve Tegistereq 
Person to afford an opportunity of hearing within 15 days of the issuance of notice clearly in icating that 
he will be blacklisted if: 
A. there is no response to the notice; 
B. he has not provided the required record; 
C.  hehas not allowed access to his business record or premises; and 
D. any other reason specified by the Commissioner; 
Answer-70 
(a) (i) Same as Question 67(ii) 
(ii) Capacity tax 
For goods specified in Tenth Schedule tax shall be levied - 
(a) on the production capacity of plant, machine 
p ry 
(b) on fixed basis from any person, 
Extra tax 
Federal Government may collect tax at such extra rate or amount, in addition to the normal tax, 
The tax charged here shall not exceed 17% of value of goods, The Federal Government will also 
specify the mode, manner and time of Payment of tax. 
(b) As per the provisions of law where for any valid reason the amount of sales ta: d 
X mentioned in invoice issue 
has increased, the supplier (seller) shall Issue a Debit Note (in duplicate) [Rule 21 ()] 
Further where output is reduced or Input is increased, the adjustm 
J ent Note is 
issued within 180 days of the relevant Supply. [Rule 22 )] : “an only be made if the Debit 
In the given circumstance as the output will increase by Rs, 4 n ven 
after 180 days, For this Fahad needs to issue a Debit d soe #0 tie adjustment can be made e 
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D) 
OTHER UESTIONS 


wer the following in the light of Sales Tax Act? 

m wr. ‘Aamir is in the business of manufacturin 

[ jeather sheets (exempt goods) to a company 5s oe For this he has supplied some 
will be determined in this case? ther processing. How value of supply 


Mr. Asim has sold some of the goods to hi 
rice. What thing he should kept in mind while 
Who is liable to pay the Sales Tax? 


1—wr. Ali while selling some goods has forgottenl 


usin at a price which is lower then market 


2. 
e executing this transaction. 


output to customer. Now what is his res rend wied a high rate of tax while charging 


$2 (46) (viii) 


S2 (46) (ii) 


5-30) 
S.3B (1), 


S60) 


$. At what time tax should be charged in respect of i 
76 How the tax liability is calculated in respect of a T T oods? : 
lies taxable at 1796? on who is involved in making 

A person is making sales taxable at 17%, What is the procedure prescribed under law for 


7. 
| availing refund of in out tax paid in excess of output for this person. 
Rayos powers ate avsitable to text authorities where person required to furnish a return 


S. 8B 2.) 


5.701) 


| has not furnished the same? Sar 
re Ps how in T 
|— 9. For how many previous years a return can be requi 
previous y uired from a person? S.M(4 
10. For how many period tax records are required = be Ew m 
ve q Kept 
1I. How tax authorities can conduct audit? spun atexpeyer? E A (2), 
| wiih - = - (3) 
12. Which matters are to be taken into consideration by tax authorities when they are S. 25A 
panie a sample of goods and what is the right available to the taxpayer in this 
respect? 
. When a separate return is required to be filed by a person? ESS(2)- = 
the taxpayer if he has filed an incorrect return and how 8.26 (3) 


14. What is the option available to 


this option is to be exercised? 
15. What is the difference between sj ecial return and final return? 
16. What is the difference between requirement of registration in respect of a wholesaler and 


retailer? c 
17. To whom and in what form. application of registration is to be made? 
a person who is rej istered compulsoril 


18. What are the obli, ations of. enit 
T in can le-liste: 
19. On which ound a persone simultaneously registered under 


20. What is the requirement of filing eA n if a person is 
ise 
iste and Federal Eu and in the subsequent period the value of 
? 


R210) 


i ds 
i d person has sold certain goo lin! 
oS iine cue now what is his responsibili 


R21930) | 


in goods and in the subsequent period the value of 
is his 


has sold certain Boe and the responsibility of buyer? 


Hm 
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= 
25: Numerical Questions on Sales Tax by ICAP 
ter 25: 


CHAPTER 25 
NUMERICAL QUESTIONS ON SALES TAX BY ICAP 
ICAP PAST PAPER UESTIONS 
~~ ~~. SAPER QUESTIONS 


Exam ti Sfor sales tax numeri 


v, 


1. You must search in question that Purchase and Sale fj 
' question is silent assume all of the figures are exclus 
2. Sales tax debit is output and Sales tax credit is input, 
3. Name of schedules in sales tax 
* Third schedule — Tax will be char, 
* Fifth schedule — Zero rate sales 
* Sixth schedule — Exempt sale 


gures are inclusive of tax or exclusive of tax. If 
ive, 


Bed at retail price 


Word “include” js written or not. 


à If word include is not used Post original figure 


b. If word include is used post Tectifyin, 
$. Input workings: 
a Always calculate in; 


7. Following adjustments are to be ignored in numerical: 
a. Material purchased from un-registered Suppliers wa; 
b. Purchase of motor Vehicle 
8. Following will be considered as sale: 
Goods given to employee/CEO/Director free of cost 
Goods Personally used by owner 
Our goods lying as security with bank but bank sold them on making default 
Goods issued from factory to admin office E 
Goods produced and internally used in factory 
Goods given in charity 
9. For claiming input tax You most hold invoice, 
10. If, exempt sale is exported, it will be considered as export. 
LER it credit note: 
a. Sale return adjustment cannot be made after 180 days. 
b. Increase in sale price adjustment can be made after 180 days 
€. Decrease in sale price adjustment cannot be made after 180 days. 
d. Purchase return adjustment can be made after 180 days, 
12, Exempt goods sold to an unregistered person will be considered as exempt sales, 
13, Following adjustments in sales tax numerical if given are to be ignored: " i 
&. Company issued discount coupons worth Rs. 450,000 to its customers for participating in grand annual 
les exhibition , 
b. Te suis have proposed a provision aginst obsolete and expired stock of Rs.285,000 which is 
ing in warehous? since long. f A 
c. a oul fom nici persons were exciusively used for making taxable supplies, 


5 exclusively used for making taxable supplies, 


7^9nocgw»m 


amre cenaa 


Scanned with CamScanner 


‘Scanned with CamScanner 


ias Numerical Questions on Sales Tax by ICAP 
er 25: 


` gis has submitted the following data for the month of June: 
En 
Sur 


Rs. 
sales- registered persons (taxable) 1,000,000 
qoal jes - unregistered persons (taxable) 5,000,000 
mule 2,500,000 - 
Pr supplies 500,000 
gxempt urchases from registered suppliers 6,500,000 
purchases from unregistered suppliers 500,000 
rast return to registered suppliers 650,000 
Required: Compute the sales tax liability of Star Enterprises for the month. Show proper workings. (10) 
(Q.9 March 2003) 
-2 
Following information is extracted from the records of M/S Rainbow Enterprises (Private) Ltd. The information 
pertains to the month of July 2005: 
Rs. 
e Supplies to registered persons (taxable) 5,000,000 
e Supplies to unregistered persons (taxable) 1,500,000 
e Export Supplies 3,000,000 
e Purchases from registered suppliers 4,000,000 
e Purchases from unregistered suppliers A 1,000,000 
e Sales of exempt goods 1,000,000 


* Examination of creditors’ ledger reveals that an amount of Rs. 100,000 is still outstanding on account of the 
purchase made from a registered supplier on January 12, 2005. The input tax on the said purchases was 
accounted for in the relevant tax period. 


Goods purchased from unregistered suppliers are exclusively used for making taxable supplies. 


Required: Determine the amount of sales tax liability. (6) 
(Q.12 September 2005) 
Question-3 


Mr. Adam is a registered person and engaged in the supply of various types of appliances for last many years. He 
has provided you the following information for the month of February 2007: 


(i) Supplies made during the month amount to Rs.95 million, Details of supplies made are as follow: 
Rs. In 
million 
Exports 50 
Exempt supplies 10 
Supplies to registered persons (taxable) 30 
Supplies to unregistered persons (taxable) 5 
95 
(ii) During the month, he has made an adjustment of Rs.500,000 through credit note in a registered person's 
balance. 1 
(iH) ^ Following purchases were made during the month: uh 
. In 
million 
- From registered persons 45 
From unregistered persons 15 
60 


(iv All goods purchased from unregistered persons are exclusively used for making taxable supplies. 

o esa of Rs. 3,000,000 is payable to a registered person since December 20, 2006. The input tax on 
the purchases was accounted for in the relevant tax period. : 

(vi) Mr. Adam is also required to pay the following 
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Arrears 

Surcharge 30,000 
Penalty waai 

y Adam's sales tax liability (Q.8 March 209) 


Required: Compute Mr. 


Question-4 
Mr. Azad is à reg) 
for the month of February 20! 


Sales 
- Taxable 
-  Exempt 
Purchases 
- Raw materials 
- Machinery 


Required: Work 
sales tax return. 


Question-5 


Mr. Asif is registered uni 
extracted from his business records: 
(i) Supplies made 


- to registered persons 

- to unregistered persons 

- export supplies 

- exempt supplies 
(ii) Goods costing Rs. 8,000, 
(iii) Goods purchased from unregis! 
making taxable supplies. 
Required: 


Compute the sales tax payable and/or to 


Question-6 


Maroof Engineering Limited (MEL) is regi 
ly of spare parts. Fol 


manufacture and supp 
month of February 2011. 


istered person and engaged i 
09 is available: 


out the sales tax liability of Mr. A 


der the Sales Tax Act, 1990. Fol 


during the month w 


000 were purchased from 
tered persons amount 


be carried forward by Mr. Asif in the return for 
9) 


oiu 
300,009 
70,009 


the manufacture of consumable goods. The following information 
n 


value excluding Ve ear Value includin, 
sales tax aT sale tay 

Rs. Rs. Rs 
1,020,000 7,020,000 


6,000,000 
= 4,000,000 


4,000,000 
19,000,000 1,020,000 11,020,000 


9,200,000 1,564,000 10,764,000 
1,700. 000 289,000 1,989,000 
70,900,000 1,853,000 A 12,753,000 
zad along with input tax to be carried forward (if any) in his 
9) 


(Q.8 March 2009) 


lowing information for the month of August 2009 has been 


eere as follows: 
Rupees 
5,000,000 
3,000,000 
11,000,000 


2,000,000 
registered persons. 
ted to Rs. 2,000,000 and were used exclusively for 


the month of August 2009. 
(Q.8 September 2009) 


ompany is engaged in the 


istered under the Sales Tax Act, 1990. The c 
he records of MEL for the 


lowing information has been extracted from tl 


Purchases: 


Local Material: 


from registered suppliers 


from un-registered suppliers 


Supplies: 


local taxable supplies to un-registered persons 


export to Taiwan * 


exempt goods 
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35: 

ter ^ 

chop 


avaliatix Po E 
formation is also available, E m 
— c ippliers include an amount of Rs. 1.0 million which was 
gllowing s from registered supp ] lion whi 
fl Purchases ut tax on this invoice could not be claimed in the relevant pei . "xS 
2010. The sud from un-registered suppliers was exclusively used for making de fit Seman 
Material es Rs 500,000 were returned by different customers, Proper debit/cre 
Goods wo RS. 309, 
ithi specified period, 
A new machinery of Rs 2.4 million was purchased and Put to use during the same month, 
m Alsi was paid for electricity bill, 
Oe Sees worth Rs. 15,000 were delivered to the CEO forh 
arts 
w Sales tax credit of Rs. 50,000 was b 
e Sales tax is payable at the rate of 17%. All the aboy 
ired: 
ee Compute the sales tax Payable/refundable, 
Input tax credit to be carried forward, ifany, 


n] 
( 


i) 
Ww 
(iil) 


is personal use, free of cost, 


Question-7 


Mr. Agha is registered under the Sale 
provided you the following informati 


(i) 


, a5) 
(Q.5 March 2011) 
5 Tax Act, 1990, He is engaged in the supply of household appliances and has 
(on for the month of August 2011: 


Supplies made during the month Were as follows: 


Rupees 


| 1,700,250 | 


25,500,000 
Goods worth Rs. 1,500,000 Were returned by a registered Person. Proper debit/credit notes have 
been issued in this regard, 
(ii) Following purchases were made during the month: 
Purchases from reg istered 
Xclusively used for making taxable sy lie 
Rs. 750,000 is Payable to a registered Person since 28 Januar 201 idus 

(iii) Sales tax credit of Rs. 610,000 has been brought forw; from Previous month, 

(iv) Sales tax is Payable at the rate of 17%, All the above amounts Are exclusive Of sales tax, 

(v) Agha is also required to Pay a penalty of Rs, 10,000 under the Sales Tax Act, 1990 on account of 

certain defects in the maintenance of records. 
Required: 
mpute the sales tax payable/ ( 


Sales tax return, for tl 


» if any, in the 


(2 
(Q.6 September 201 : 
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| les Tax py inan 


siness of manufacture and Supply of 


i ed in the bu 
. 1990 and Phe records of Mr. Folad for the month of February 


uestion- 3 the Sales Tax Act 
i tered under the 5? 7 

E Folat poes. Following information has been d 
ome 3 


lies: z 
Local taxable su lie: 
lies to un 


ons during February 2012, 


ssioned into operati F 
Proper debit/credit notes were 


s also available: 
ed to vendors. 


r Rs. 12 million was commi 
ting to Rs. 4,500,000 were return 
customers. Proper debi 


tered supplier is outstanding since 


Following additional information i 
(i) A new machine purchased fo 
(ii) Sub-standard supplies amoun 
raised in this regard. 
(iii) Goods worth Rs. 7,200,000 were returned by different 
within the specified period. 
An amount of Rs. 820,000 on account of purchases ! 
July 2011. The related input tax Was accounted for in the rele 
(v) Sales tax credit brought forward from previous month amoun 


t/eredit notes were raised 


made from à registere 
vant tax period. 


(iv) 
ted to Rs. 910,500. 


Sales tax is payable at the rate of 17%, All the above figures are exclusive of sales tax. 

Required: 

Compute sales tax payable/refundable and input tax credit to be carried forward, if any. (12) 
(Q.7 March 2012) 


Question-9 
Zainab is registered under the Sales Tax Act, 1990 and is engaged in the manufacture and supply of Products A and 
B. Following information has been extracted from her records for the month of August 2012: 

Product A Product B 


: Supplies 
Local supplies 5350,00 
| Exports to Thailand ,000 | — 1,010,000 | 
| Purchases 2,550,000 | — 3,950,000 | 
6,000,000 


| Local materials from registered persons 
| Local materials from unregistered persons 


850,000 


Additional information: 
(i) Product A is exempt from the charge of sales tax. 
A oni er xe rnc forward from previous month amounted to Rs. 262,500. 

ndard supplies worth Rs. 15 AT EAS 
- cicer ignea 0,000 were returned to the registered vendors and proper debit and credit 
iv. An invoice dated 5 February 2012 amounti 

] 2 ounti 

(v) ee t was detected in the month of m 100,000 had not been claimed inadvertently. This 

x is payable at the rate of 17%. All the above amounts are exclusive of 

clusive of sales tax. 


Required: 

In the light 

B ight of Sales Tax Act, 
(a) Sales tax payable / refundable 

(b) Input tax to be carried forward, if any 


1990 and Rules made thi 
ereunder, calculate the following for the month of August 


(0 


(Q.9 September 2012) 
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ion-10 
paS manufacturer of household appliances, 
Mr. : 


ie 


us Sales Tax Act, 1990, Following 
h of February 2013: 
Rupees | 
lies of manufactured goods to registered persons 26,860,000 | 
Local supplies of manufactured goods to unregistered persons 35 50.0 00 
Local supplies of zero-rated goods 1250000 
Exports to Malaysia BEDS 
Local purchases — 
Registered persons 
| Unregistered persons m 
Following additional information is also available: ; 
(i) Supplies worth Rs. 1,300,000 were 


raised within the specified time. 


returned by different registered Persons. Proper debit/credit notes were 
(ii) Local purchases from re. 


gistered persons include an invoice of Rs. 60,000 which was issued in the name of 
Mr. Clever's uncle. 
(iH) A new machine amountin: 
same month. 


g to Rs. 3,000,000 was imported from China and put into operation during the 
(v) ^ Sales tax credit of Rs. 410,000 was brought forward from previous month. 

Sales tax is payable at the rate of 17%. All the above amounts are exclusive of sales tax. 
Required: 

Compute the sales tax payable by/re 


fundable to Mr. Clever alon 
sales tax return for the month of Fel 


g with input tax to be carried forward, if any, in the 
bruary 2013, 
(12) 
` (Q.7 (b) March 2013) 
uestion-11 
Faizan is registered under the Sales Tax Act, 1990 and is 


engaged in the business of manufacture and supply of 
engineering goods. Following information has been extracted from his records for the month of August 2013. 
(i) Supplies made during the month were as follows: 


G 


TOSS Discounts | Net amount 
4 Amount Allowed 
Local supplies to registered persons 
- Noori Limited 16,000,000 | — 800,000 15,200,000 
- Soori Limited — 4,000,000 | — 400,000 3,600,000 
Local supplies to unregistered persons — 4,200,000 210,000 3,990,000 
Exports to Jordan 6,000,000 | 6,000,000 
(ii) Faizan normally allows 5% discount to all its customers. However, as a special case, a discount of 10% was 
allowed to Soori Limited. All the discounts were shown on the invoice, 
(iii) 


were issued in this regard, 


Supplies worth Rs. 617,500 (net of discount) were returned by Noori Limited, Proper debit and credit notes 
e Following purchases were made during the month: 


Rupees 
Local materials from registered persons 27,000,000 
| Local materials from unregistered persons 
(v) 


3,000,000 
Records indicate that a pump and a motor were given to Faizan's friend, free of cost. The list price of the 
pump and motor was Rs. 33,000. 


Faizan is required to pay a penalty of Rs, 10,000 under the Sales Tax Act, 1990 on account of certain 
defects in the maintenance of records. 


(vi) 


ii i i d to Rs. 850,280. 
M Sales tax credit brought forward from previous month amounte: 1 
pes Sales tax is payable at the rate of 17%. All the above figures are exclusive of sales tax 
Required: 


ith i e rrie ard, if any, in the 
Compute the sales tax payable by or refundable to Faizan along with input tax to be carried forw y, im 
sales tax return for the month of August 2013. 


(Q.7 September 2013) 
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Question-12 Tax 
Zaheer is registered = eae ted from the records for the month 


Followin 


na 
s on Sales 13322 


25: Numerical Question: 


he manufacture and supply of s 


. He is engaged in t 
Act, 1990. H° of February 2014. 


been extrac 


g information has 


12,000,000 
4,000,000 
3,000,000 

11,000,000 


supplier. Invoice was received on |5 
claimed in the relevant period, 
ifferent customers. Proper debit/credit 


ion is also available: 
1.5 million were purcha : 
r, the input tax on this i 


sed from a registered 
invoice could not be 
were returned by d 


Following additional informati 

(i) Raw materials of Rs. 

November 2013. Howeve ith 

(ii) Taxable supplies amounting to Rs. 1.2 million 

notes were raised in respect of such supplies. i 
Sales tax credit of Rs. 1.2 million was brought forward from previous month. 

sive of sales tax. 


(iii) 
Sales tax is payable at the rate of 17%. All the above figures are exclu: 


Required: B A f " 

Compute the sales tax payable by or refundable to Zaheer along with input tax to be carried forward, if any, in the 

sales tax return for the month of February 2014. (13) 
(Q.9 March 2014) 


Question-13 
Ali Trading Company (ATC) is registered under the 
manufacture and supply of consumer goods. Following in 
the month of August 2014. 


Sales Tax Act, 1990 and is engaged in the business of 
formation has been extracted from the records of ATC for 


Supplies 
Local supplies to wholesalers 15,000,000 
Local supplies to distributors | 10,254,980 
sper À z A | 18,650,000 | 
ocal supplies to registered retailers 980,000 
Supply of exempted good j 
of exem ls 5,500,000 
Purchases 
Local purchases from registered persons 
Local purchases from un-registered persons 50,982.00 


Following additional information is also available: 
(i) Supplies amounting to Rs. 540,000 were return: i 
i) o Rs. 540, ed by registei il 
me d vid Er fn of Rs. 250,000 was. oon s d 
unt of Rs. 500,000 was received from Imran i z i 
E resp pct of supply ofa special order. ATC will supply mbes representing 25% advance payment i 
pledged with a bank, were disposed of by the bank f. DERE 20) 4: 
of debt owed by ATC. for Rs. 4 million in satisfaction 
m ele be credit brought forward from previous month am 
Proper jebit and credit notes have been issued whi Qunted to Rs, 854,700. 
Sales tax is payable at the rate of 17%, All the above fi Fre veh TIGCSSSR Y, 
Required: igures are exclusive of sales t 
Pari povinen of the Sales Tax Act, 1990 compute sal ax. 
carried foi „i J En 
rward, if any, for August 2014. les tax payable/refundable and input tax credit t0 be 
a4 


(Q.6 September 2014) 
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sti! 4 ar 
shir is registered under the Sales Tax Act, 1990 and is engaged in the business of export and supply of consumer 
jit Following information has been extracted from his re 
" 


supplies 


purchas 


cords for the month of February 2015. 


Rupees 
To registered persons UT 
To unregistered persons 97 ON) 
Exempt supplies iD. 
Export to USA 1,874,00 
2,000,000 
es 
Purchases from registered person 
Import of a machine 21,710,000 
2,500,000 


Following additional information is also available: 

i) supplies to registered persons include good i T - : 

( company at a special discount of 25%, goods amounting to Rs.300,000 which were supplied to an associated 
ji) input tax amounting to Rs.55.9 cm 1 . 

da i for January ep x 00 was paid in January, 2015 but inadvertently it could not be claimed in the 


(iii) a registered supplier had supplied goods wo 
receive the sales tax invoice fro 


(iv) 
(v) 


Sales tax is payable at the rate of 17%, All the above amounts are exclusi 
Required: 


Under the provisions of the Sales Tax 
and input tax credit to be carried forw: 


rth Rs.500,000 to Bashir i ir di 
eria shir in February 2015, However, Bashir did not 


the imported machine was put into oj i i 
n peration during February, 2015, 
sales tax credit of Rs.410,000 is to be brought forward idt 2015. 


ive of sales tax, wherever applicable. 


Act, 1990 and Rules made thereunder, compute sales tax payable/refundable 
ard, if any, for tax period February 2015. 


(13) 
(Q.7 March 2015) 
ion-15 
Rahbar is registered under the Sales Tax Act, 1990 and is engaged in the business of manufacture and 
supply of specialized equipment. Following information has been extracted from his records for the month of 
August 2015. 


Ri 
| Supplies: ES 


to corporate customers — registered 20,000,000 i 
Exempt | 


urchases - Raw material: 


P a 
from cottage industry 


| 
550,000 | 
from local registered persons |. 25,800,000 | 
Following information is also available: 
(i) Purchases from local registered persons include the folowing: 

* Material worth Rs. 1,600,000 against which a discrepancy has been indicated by the CREST. 

*  Raw-material of Rs. 2,000,000 purchased from AB Enterprises on 2 August 2015.The payment 
was made on the same day by pay order. On 15 August 2015, AB Enterprises informed Rahbar 
that with effect from 1 August 2015 their registration has been suspended by the Commissioner 
Inland Revenue. 

* Wires and cables of Rs. 500,000 and electrical and sanitary fittings of Rs. 900,000. These items 
were used in the renovation of a factory building. 

(ii) An electronic cash register was purchased from High Tech Limited at Rs. 250,000. 
Gii) ^ On28 August 2015, Rahbar paid sales tax of Rs. 170,000 on electricity bill. , s 5 
(v) ^ Own manufactured equipment worth Rs. 375,000 was used for internal testing purposes in R& 
department. 
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" f his customers. These parts we, 
(v) Rahbar made free replacement of faulty parts on request from three of his Parts were 


covered under warranty and had a market value of Rs. 175,000. p 
All the above figures are exclusive of sales tax, wherever applicable. Sales tax 1S P 
Required: 
Uder the provisions of the Sales Tax Act, 1990 and Rules made thereunder, compute S a en sales tax 
payable by or refundable to Rahbar and the amount of sales tax to be carried forward, if any, for the tax periog 
August 2015. (Q.5 Septemb Ad 
Note: show all relevant exemptions, exclusions and disullowances. eiu er 2015) 


ayable at the rate of 1794, 


Question -16 0 and i i 

Mulaqat Associates (MA), an association of persons, is registered under the TEE i n y at m. is md 4 
the business of manufacture and distribution of various products. Following information has been extracted from 
MA's records for February 2016: 


Supplies: 
Jet fuel to Pak Airways proceeding to Oslo 800,00 
Taxable goods to registered customers 290.00 
Taxable eoods to un-registered customers 375,00 

Purchases: 
Taxable goods from registered suppliers 918,00 
Taxable goods from un-registered suppliers 150,00 
Exempt goods from registered suppliers 100,00 
Imports - raw material 280,001 

Following information is also available: 

(i) Taxable goods purchased from registered suppliers include furniture of Rs. 45,000 which was acquired for 

use in the office of marketing manager. 
(ii) MA purchased 150 bags of cement, covered under Third Schedule, for the construction of a bungalow for 


managing partner. Cement was purchased at the wholesale price of Rs. 400 per bag. However, the retail 
price was Rs. 500 per bag. 

(iii) Advance of Rs. 268,000 was made to Nomi Corporation for the purchase of packing materials. 

(iv) Taxable goods to un-registered customers include goods worth Rs. 200,000 sold to cottage industry in Bela, 
The rest of the goods were sold to educational institutions in Zhob. 

(v) On 15 February 2016 MA signed an agreement with Bali Traders (BT), a registered customer, for the sale 
of goods worth Rs. 290,000. On 20 February 2016 the goods were made available to BT. However, BT 
took the delivery of goods on 5 March 2016. 

(vi) MA sold goods worth Rs. 52,000 to one of its customers on two months credit. The amount was inclusive 
of 4% mark-up. 

(vii) MA distributed free samples of one of its new detergents Zeta among corporate clients. The value of these 
samples amounted to Rs. 65,000. 

(viii) MA issued a debit note of Rs. 35,000 to Hali Brothers to rectify a mistake in MA’s sales invoice. The 
invoice was originally raised in November 2015. 

(ix) On 1 February 2016 MA sold 4,000 packs of a new caramel ice cream, covered under Third Schedule, at a 
discounted price of Rs. 100 per litre pack. The retail price of the ice cream was Rs, 160 per litre pack. 

(x) Sales tax credit Em TEMA from aunty 2016 amounted to Rs. 245,000. This amount was inclusive 
of input tax of Rs. 120,000 paid on a chemical which could ni ETT dio 
S psiuedihy destroyed in February 2016, Sb belused before the expiry slate and was 

eain figures are exclusive of sales tax, wherever applicable. Sales tax is payable at the rate of 1796. 

Under the provisions of the Sales Tax Act, 1990 and Rules made thereunde: 


T, com f sales tax 
payable by/refundable to MA and the amount of sales tax to be carried forward. if Voy eed enan 
2016. : P 
2 (18) 


Note: show all relevant exemptions, exclusions and disallowances. (Q.5 March 2016) 
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estion-17 i ; 
QUE Associates (SA) is registered under the 


N Sales Tax Ac 
si facturing, trading and export of electronic, ch 


t t, 1990 and is engaged in the business of 
emical and oth ing i i 
d sus GA E ecards for the misi ot Mugs ole er consumer goods, Following information has 
A Rupees 
jes 
BT To registered persons 3,100,000 
To un-registered persons "875,000 
To persons registered as exporter 625,000 
purchases: / í à 
Raw material from registered persons 930,000 
Finished goods from un-registered persons 725,000 
Packing material from registered persons 5 10,000 
Local machinery from un-registered persons 360,000 
Imports-finished goods 472,000 
Packing material from registered 


respectively. 

(ii) SA purchased high quality cables and wires worth Rs. 250,000 from a registered supplier. 

(ii) Three cartons of sulphuric acid were supplied to registered distributors at a price of Rs. 110,000 per carton. 
The distributors normally Supply to retailers at a price of Rs. 135,000 per carton, 

(iv) Five electric kettles worth Rs. 75,000 were purchased for use in the offices of factory manager and first line- 
supervisors of production workers. 

(v) On 5 August 2016 SA received advance of Rs. 600,000 against supply of electric shavers to Bari Electronics. 
SA agreed to deliver the goods in September 2016. 

(vi) On 25 August 2016 SA issued discount coupons worth Rs. 450,000 to its customers for participating in grand 
annual sales exhibition to be held in December 2016. 

Other related information is as under: 

(i) ^ On 10 February 2016 SA purchased liquid nitrogen worth Rs. 300,000 from Mughal Chemicals (MC), a 
registered supplier, on credit. On 15 August 2016 SA paid the outstanding amount to MC by way of a crossed 
cheque drawn on SA's bank account. y v 

(i) In April 2016 SA inadvertently charged sales tax of Rs. 58,000 instead of 85,000 on supply of chemicals to 


one of its registered customers. So far, SA has not obtained permission from the Commissioner Inland 
Revenue for revision of return. 


j i i d to Rs. 10,000, 
ted input tax in excess of 90% of output tax amounte ts. 10, 
mid argen are akole of sales tax, wherever applicable. Sales tax is payable at the rate of 17%, 


nenea: VETE thel Sales Tax Act, 1990 and Rules made thereunder, compute the amount 
nder the 


: t of sales tax 
payable by or refundable to SA and the amount of sales tax to be carried forward, if any, for the tax period August 
2016. 


(18) 
Note: Show all relevant exemptions, exclusions and disallowances. (Q.5 September 2016) 
lote: 
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Question-18 
Jahangir Ali (JA) is registered under the Sales Tax Act 1990. JA run: 
Following information has been extracted for the month of February 2017: 


s multiple businesses. 


Rupees 

Supplies 

Taxable goods exported to Qatar AT 

Taxable goods to registered customers 550,000 

Taxable goods to unregistered customers a 
Purchases 3,000,001 

Taxable goods from registered suppliers i AT 

Exempt goods from registered suppliers 9 ce 


Taxable goods from unregistered suppliers 


The following further information is available: n li 
(i) Taxable goods supplied to registered customers include goods amounting to EE selied woe 


associated company at a special discount of 25%. 
(ii) Taxable goods purchased from registered suppliers include: , 
o goods worth Rs. 320,000 purchased from Akram Limited who was blacklisted on 25 February 2017 
due to issuance of flying invoices. 
o goods purchased from ZA Traders amounting to Rs. 30,000. ZA Traders did not declare this amount in 
its tax return for the month of February 2017. 
o anew machine purchased for Rs. 500,000 which was commissioned into operation during February 
2017. 
o office equipment of Rs. 200,000, purchased for the warehouse. 
(iii) Goods pledged with a bank were sold by the bank in an auction for Rs. 800,000. The normal selling price 
of these goods was Rs. 1,000,000. 
(iv) Excess of input tax over output tax brought forward from January 2017 was Rs. 110,000. 
Rate of sales tax is 17%. All figures are exclusive of sales tax. 


Required: 

Under the provisions of the Sales Tax Act, 1990 and Rules made thereunder, compute the amount of sales tax 
payable by or refundable to JA and the amount of sales tax to be carried forward, if any, for the tax period February 
2017. (17) 


(Q.7. March 2017) 
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Quest ssociates (CA) is registered under the Sales Tax Act, 1990, as manufacturer-cum-distributor-cum-retailer. 


p A à 
following information has been extracted from its records for the month of August 2017: 
E Rupees 
Taxable goods to registered persons 
Taxable goods to unregistered persons wes 
Exports ESO 
Exempt supplies quee 
Purchases icu 
inni goods from registered suppliers 21,400,000 
Taxable goods from unregistered suppliers 1,800,000 
Exempt goods from registered suppliers “400,000 
Fixed assets (machinery) from a registered supplier 1,000,000 
The following additional information is available for August 2017: 
(i) porn A rie goods to registered persons include the following: 
oods invoiced at Rs.325,000 (net of special discount of Rs.125,000) sold to a government 
official. E 
. On 1 August 2017, CA launched ‘Halloween Tooth Brush’ which is covered under 3rd schedule. 


(i) 
(iii) 


(iv) 


v) 
(vi) 
(vii) 


(viii) 


(ix) 


Except where otherwise S 
Required: i 
= Jes tax liability of CA fo 


The retail price of the tooth brushes is Rs.100 each. However, being the first month of launching, 
it was sold at a discounted price of Rs.75 each. 4,000 tooth brushes were sold in August 20 17: 
Exports include supply of taxable goods of Rs.500,000 to a retailer in Export Processing Zone. 
Exempt supplies include distribution of free samples of exempt goods among the yendors. Value of such 
goods amounted to Rs.80,000. 
Purchases from registered suppliers include: 


. material worth Rs.350,000 the payment of which was made by depositing cash directly in the 
business bank account of the supplier. 
. material worth Rs.800,000 against which a discrepancy has been indicated by the CREST. 
hase of raw material. However, only 30% of the goods 


* an amount of Rs.2,000,000 paid for purc! 
were supplied during August for which sales tax invoice has been issued by the supplier. 
On 1 August 2017, CA executed an agreement with Majeed Sons (MS) for sale of locally purchased goods 
worth Rs.225,000. The agreement empowers MS to obtain delivery of these goods anytiine it likes. 
Supplies returned by different registered persons amounted to Rs.756,000. Proper debit and credit notes 
ised within the s$] ecified time. ; 
The dics nave rope a provision against obsolete and expired stock of Rs.285,000 which is lying in 
CA's warehouse since January 2016. 
Machinery purchased during the n 
f input tax over output tax in 
e oi ecified, all figures are exclus 


r the month of August 2017. 


h was commissioned into operations on 31 August 2017. 


uly 2017 amounted to Rs.75,000. 
ive of sales tax, Rate of sales tax is 17%, 


(17) 
(Q.6 September 2017) 


Compute the sal 


EN oom x 
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f "ax Act, 1990 as manufacturer-cy, 
- hip concern and registered under he e 2018 
i iates (FA) is a partners TP n provided by FA for the mo’ Rupees 
is MR llowing information has been p! nl 
istributor. Fo! " 3,450, 
S cma goods to registered ipei = 1,100,000 
-regi es ‘onal fli 000 
joods to un-registered custom | flight 500, 
cusam goods supplied on PIA's internationa! "ie 700,000 
Export 
hases * 2,000,000 
Taable goods from registered suppliers 450,000 
Taxable goods from un-registered suppliers 600,000 
Exempt goods from registered suppliers 
265,000 


Input tax brought forward from December 2017 


Additional information: " 4 ing: 
ID enum stet indul e i) cu 31 Tannry 2018. 
* Goods amounting to Rs. 80,000 sold to Hafiz Brothers (HB) on istration under the Sales T, 
HB started business in January 2018 and had filed an application for registration Hie 06 IET 
Rules 2006 on 30 January 2018. However, no sales tax registration number was issued till 31 January 
4 2018. having market value of Rs. 600,000 which were supplied to Parveen Limited, an associated 
^, for Rs. 500,000. p "er 
, pig seh erroneously issued for Rs. 450,000 whereas the correct amount of the invoice was 
Rs.540,000, i 
* Sale to Ghalib Corporation of goods worth Rs. 225,000. The contract for sale has been signed but 
neither invoice was issued nor any delivery and payment was made in January 2018. 
(ii) Purchases from registered suppliers include: 
* purchase of two air-conditioners amounting to Rs. 150,000 for FA's new office. 
LI m ma O dated 22 ur 201 ia by Taqi Corporation (TC). However, TC was 
M mmissioner on 28 January y 
(iii) ^ FA destroyed certain goods worth Rs. 45,000 after following 


the due process under the Sales T. les, 
2006. Input tax on these goods was claimed in December 2017 pi ie Sales Tax Rules 


relati n 
Adebi ot maket value of such parts was Rs. $80,000, — °> E00ds which were sold under |-year 


i Durin eer in respeci 
n E ihe month, FA paid Sindh Sales Tax worth Rs, 2300 on d was oC egn 
h tax i ^ 
All the above figures are kane HON tax is not an admissible credit, 


tax, wherever applicable, Sales tax is Payable at the rate of 17%. 


Required: 
Compute sales tax payable b A 
Y or refundable to Faiz Associ — 
"wach : AL = month of January 2018. “ates along with input tax to be carried forward, if any, in 
ptions, exclusions and disall (18) 


(Q.7, March 2018) 
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esti 
" i istered for sales tax pu i wed i i i 
pid Khan is registere Purposes and is engaged in the a i i 
Su His sales and purchases for the month of A; x ind LE p MM specu 


ugust 20X8 are summarized below: 

sis Rupees 

| Taxable goods to registered customers 12,618,000 
Taxable goods to un-registered customers 


ca ee NCAA| 
10,150,000 
Exports - 5,000,000 
Exempt supplies 4,500,000 
Purchases 


Taxable goods from registered suppliers - for taxable supplies 25,000,000 


= : - for exempt supplies 1,500,000 
Packing materials from un-registered suppliers 9,500,000 

Additional information: 

(i) Supplies of taxable goods to registered customers include: 


* an amount of Rs. 4,225,000 against sale of electric toasters at a trade discount of 35%. As per normal 
business practice, he allows à discount of 10% only. 


goods supplied against which advance payment of Rs. 2,500,000 had been received in June 20X8. 
(ii) Taxable supplies returned by different register 


ed customers amounted to Rs. 900,000. Proper debit and credit 
notes were raised within the specified time. 
(ii) A plant costing Rs. 2,700,000 was commissioned into operation on 15 August 20X8, The plant is being used 
for taxable supplies only. 


(iv) An electricity bill of Rs. 2,600,000 was paid in cash which includes sales tax amounting to Rs, 350,000. 
(v) Input tax brought forward from July 20X8 is Rs. 595,000. 


All the above figures are exclusive of sales tax, wherever applicable. Sales tax is payable at the rate of 17%, 
Required: 


Compute sales tax payable by or refundable to Abid Khan along with inpi 
any, in the sales tax return for the month of August 20X8. 
Note: Show all relevant exemptions, exclusions and disallowances, 


ut tax to be carried forward/refundable, if 


(14) 
(Q.8 September 2018) 
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Question-22 
" s h Fi 
Following information has been extracted from the records of four registered persons for oM. ot Te 
2019: 
Registered Persons 
" OPNS 
-————-- Rupees——- cM 
Purchases zin 
Taxable supplies from registered persons 1,500,000 |. 1,500,000 | _ i 300. 000 |i 
Taxable supplies from un-registered persons d - = 2 
Fixed assets (machinery) from registered supplier [E rr | 
e — 
Supplies 
Taxable supplies to registered persons 1200000 | - —— 1,000,000 
Vus supplies to registered persons | 300,000 = $00,000 
axable supplies to un-registered persons = T : 
Crede 300,000 | 1,800,000 : 


Zero rated supplies 
le at the rate of 17%. 


All the above figures are exclusive of sales tax, wherever applicable. Sales tax is payabl 
Required: In the light of the provisions of the Sales Tax Act, 1990 and Rules made thereunder, comput 
amount of sales tax payable by or refundable to each of the above registered persons and input tax to be d 


forward, if any, for the tax period Febi 20 
petionipebruurg 201a. (Q.7 March 2 
Question-23 
MH Associates (MHA) is registered under the Sales Tax Act, 1990 as a manufacturer, distributor and reta| 
Following information has been provided by MHA for the month of August 20X9: 
^S Rupe 
Supplies E 
Taxable goods to registered persons - | 7,850,09 
Taxable goods to unregistered persons pem 815,00 
Exempt goods to unregistered persons 800,00 
Purchases z 
Taxable goods from registered persons 6,480,00 
Exempt goods from registered persons 1,500,001 
Taxable goods from unregistered persons 1,100,00q 


Additional information: 
(i) Supplies of taxable goods to registered persons include an invoice erroneously issued to Rasheed fq 


Rs.270,000 whereas the correct amount of invoice was Rs. 720,000. 
(ii) Supplies of taxable goods to unregistered persons include sale of Rs. 365,000 to end consumers, 


(iii) Purchases from registered suppliers of taxable goods include: 
an amount of Rs. 1,800,000 paid for purchase of raw material. However only 40% of the good 


were supplied during August 20X9. 
. goods worth Rs. 1,200,000 against which a discrepancy has been indicated by the CREST. 
(iv) Two machines A and B costing Rs. 900,000 and Rs. 1,200,000 respectively were acquired and 
commissioned into operation on 15 August 20X9. Machine A has been used for taxable supplies only 


whereas Machine B has been used for exempt supplies only. 
Input tax amounting to Rs. 120,000 was paid on 15 March 20X9 but inadvertently it could not be claimed 


(v) 
in the return for March 20X9 and thereafter. 

(vi) An electricity bill of Rs. 670,000 was paid in cash which included sales tax amounting to Rs. 95,000. 

(vii) Taxable supplies of Rs. 90,000 were returned by the registered customers during the period. Proper 
debit/credit notes were issued within the specified time. 

(viii) Sales tax credit brought forward from previous month amounted to Rs. 255,000. 


Except where otherwise specified, all figures are exclusive of sales tax. Rate of sales tax is 17%. 

Required: A 

In the light of the provisions of the Sales Tax Act, 1990 and Rules made thereunde: f sales 

tax payable by or refundable to MHA and input tax to be carry forward, if any, for S, o zT 
(Q.7 September 2019) 
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peten mation has been extracted from the records of two different persons registered under the Sales Tax 
T 1990 for the month of February 2020: 


[Tana | Shan | 
[  ———Rupee-—— | 


Taxable supplies from registered persons 


i [= _| 11,000,000 
Taxable supplies from unregistered persons 3,800,000. sewers 


9m 717 aT PE 
Fixed assets (machinery) from a registered supplier (Note A 


3,000,000 | 6,000,000 
Bre EUNT 


_ Sa re NT 
Taxable supplies to registered persons |  - | 10,000,000 
Taxable supplies to unregistered persons 2,000,000 | = | 
Exempt supplies to registered persons 3,800,000 5,500,000 
2,500,000 | - | 
Note A: 


* Incase of Taha, the machinery has been used for exempt as well as zero rated supplies. 
* Incase of Shan, the machinery has been used for taxable supplies only. 


All the above figures are exclusive of sales tax. Sales tax is payable at the rate of 17%. 


Required: 


In the light of the provisions of the Sales Tax Act, 1990 and Rules made thereunder, compute the amount of sales 


tax payable by or refundable to each of the above registered persons and input tax to be carried forward, if any, for 
the tax period February 2020. 


(13) 
(Q.6 March 2020) 
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z . Numerical Qu 

Chapter 25N 

r. Following information has been 


A as a manufacture 
uestion-25 (IFA) is registered under the € Tax Act, 1990 = 
JF Associates th of August 2020: Rupees 
provided by JFA for the mon pees | 
7,500,000 _ 
1,300,000 
1,000,000 
500,000 
7,400,000 
1,100,000 
2,500,000 
Additional information: Eel EHE 
G) Supplies of taxable goods to registered persons meu i 0%. JFA normally all 
. goods worth Rs. 560,000 sold to a new customer at discount of 20% y allows 
discount of 1096 to its customers. n 
. an invoice issued to Qasim erroneously for Rs. 590,000 whereas the correct amount of invoice was 
Rs. 950,000. 
(ii) Supplies of taxable goods to unregistered persons include sales of Rs. 28,500 un Bu 
Gii) Exempt supplies of Rs. 50,000 were returned by the unregistered customers during e period. ] 
(iv) Two machines A and B costing Rs. 1,500,000 and Rs. 1,000,000 respectively were acquired and 
commissioned into operation in August 2020. Machine A has been used for the manufacture of taxable 
(local) as well as exempt supplies whereas Machine B has been used only for manufacture of export 
supplies. 
(v) Input tax on an invoice of Rs. 1,200,000 was paid on 15 March 2020 but inadvertently it could not be 
claimed in the return for March 2020 and thereafter. 
(vi) Electricity bill of Rs. 859,950 was paid in cash. The bill was inclusive of sales tax of Rs. 124,950. 
(vii) ^ Sales tax credit brought forward from previous month amounted to Rs. 425,000. 


Except where otherwise specified, all figures are exclusive of sales tax. Rate of sales tax is 17%, Proper debit/credit 


notes were issued within the specified time wherever required. 
Required: 


~ In the light of the provisions of the Sales Tax Act, 1990 and Rules made thereunder, compute the amount of sales 


tax payable by or refundable to JFA and input tax to be carried forward, if any, for tax period August 2020 (18) 


(Q.7 Sep. 2020) 
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tion- 

į Associates (HA), a sole proprietor business, is regi 
v and is engaged in the manufacturing Sistered under 
n 


and su 
exracted from HA’s records for the month of F Pply of consu 


the Sales Tax Act, 1990 as manufacturer cum 
ebruary 2021: 


mer products, Following information has been 


2,630,000 
1,050,000 


goods to Saudi Arabia 1,500,000 


1,890,000 
1,000,000 


Supplies 


goods from registered supp liers 
Taxable goods from un-regi 


Packing material from un 


stered suppliers 
-registered suppliers 


Additional information: 


(i) Supplies of taxable goods to registered customers include: 
. Goods worth Rs. 225,000 (net of special discount of Rs. 75,000). These goods were sold to an 
associated undertaking. The special discount was not reflected on the invoice. 
LI Goods worth Rs. 120,000 supplied to a customer in Multan. HA had received full payment against 
the goods in November 2020. 


(i) Supplies of taxable goods to unregistered customers include sales of Rs. 130,000 to end consumers. 
(iii) Purchases from registered suppliers include: 


. Goods worth Rs. 100,000 purchased from Haq Enterprises on 5 February 2021, On 


20 February 2021, Haq Enterprises informed HA that with effect from 1 February 2021, its 
registration has been suspended by the Commissioner Inland Revenue. 
Goods worth Rs, 85,000 purchased in cash. 
. Goods worth Rs, 50,000 purchased from AB Traders. The supplier did not declare the sale of these 
goods in its tax return for the month of February 2021. f : 
(iv) Taxable goods worth Rs. 150,000 were used in the business meeting held for the promotion of HA’s 
unen. ired and commissioned into operation in 
i i Rs.2,500,000 was acquire s 
" js m ces Ita was used for both taxable and zero rated supplies. OT ee 
February pill of Rs, 90,000 for the month of September rod ki paidin oda » However, 
^0 bas still d i imed. 
(vi) d Rs. 13,000 has still inadvertently remained uncla 


i k of 
ision of 50% against obsolete and expired stock 
(vii) The auditors have proposed to make pii y 2017. Input tax relating to this stock was claimed 
" ly i 
Rs. 350,000. The goods are 


ious tax period. 
d Rs. as been brought forward from previous ta A TNR 
i rg iti i rwise. Sales tax is payable at the ra! 
pen nd j| Hs ^ wes tax, except where Its specified otherwise 
sivi 3 
All the above figures are exclus 
of 17%. 


ing in warehouse since Jul; 


mpute the amount of sales 
ade preis period February 2021. (16) 
f any, for (Q.6 March 2021) 


and Rules m: 


Required: * o 3 ard, i 
In the light of the provisions of "A and input tax to be carried forw 


tax payable by or refundable to H 


a am 
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CROSS REFERENCING OF ADJUST. 


Reference 


No. | Adjusti;ent 
1 

[2 2nd last bullet | S. 73 2 
3 No. (v) S. 73 (2 


S. 7 (1) Last two lines 


No. (i) 
tricity bill is allowed 
* 


No. (iV. 
No. (V) Input on elec! 
allowed. 


as it is not mentioned in S.8 that it is ng 


exported it. will be considered as zero rate supply. 


If exempt goods are 
S. 7 (1) Last two lines 
Sec 7 (2) Invoice does nol 
Sec 8B (1 

Sec 2 (46) (iv. 

Sec 8B (1 


t contain our name SO not allowed. 


Sec 7 (1) Last two lines : : 
Tris a cash discount which is always ignored. Only trade discount is allowed if 
certain conditions are met. 

Sec 2 (44) Definition of time of sup 
Sec 2 (33) As bank is selling on our 
Sec 2 (46) (ii) Definition of value of supply. 


Sec 7 (1) Last two lines 
Ne it) — — [Sec 7 @) As he is not holding invoice he cannot record input | 
Sec 8B (1 
| No. (i) First bullet Sec 8 (1) (caa) Input not allowed 
No. (i) Second bullet Rule 12 (a) (v) Input not allowed 


No. (i) Third bullet Sec 8 (1 Input not allowed 
As per Sec 8 (1) (i) input on Electronic cash register is allowed. Father it will 


be classified as fixed asset. 


ply. 
behalf so it is taxable as normal sale. 


No. (iii) Input on electricity bill is allowed as it is not mentioned in S.8 that it is not 


5 allowed. = | 
o. (iv) “definiti 
G As per $2 (33) "definition of supply" business use of goods produced is 


supply. Own manufactured Equi i à 
supply. ee Equipment is used for internal testing so it is a 


No. (v) Free re : 
placement is not taxal mm 
has no impact. ble as it is a sale return and sale at same time so it 


d on personal consumption. As purchases 
ouse so input is not allowed. Further it i$ 


argeable at a price excludi k 0 
Mt ing markup. So n 
As e 3 s markup is included in figure so it will 
: (33) definiti 
busines ; inition of s : 
define gee Use is a suppl m Putting the goods to business non 
s Y. So distribution of free sample fall under 


The goods unde 
Therefore Rs, 100 fir 
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. ICAP PAST PAPER SOLUTIONS 
a Computation uate [ee / Refundable 
For the tax period June 
Output tax 


(1,000,000+5,000,000)x17% 
Less: Input tax (lower of) 


1,020,000 
Actual input tax 663,000 
90% of output (1,020,000 x 90%) 918,000 663,000, 
357,000 
Further tax @3% of sale to un-registered (5,000,000 x 3%) 150,000 
Payable ——307,000_ 
Refundable against exports 276,250 
Calculation of input tax 
(only that input which is common i.e. not specifically attributable to taxable, exempt or zero rated supplies) 
Local purchases from registered persons (6,500,000 x 1794) 1,105,000 
Less: Purchase return (650,000 x 1794) a 10,500) 
994,500 
—_—_«. 
Apportionment of input tax 
3 Turnover Common Input 
Taxable local supplies (1,000,000+5,000,000) 6,000,000 663,000 
Exempt supplies 500,000 55,250 
Zero rated supplies 2,500,000 276,250 
— n 
eee ee 
9,000,000 994,500 
Answer-2 CÓ 
M/S Rainbow Enterprises (Private) Ltd 
Computation of Sales Tax Payable / Refundable 
For the tax period July 2005 
Output tax 
Less: Input tax (lower of) 1,105,000 
Actual input tax 410,429 
- 90% of output (1,105,000 x.90%) 994,500 410,429) 
Further tax @3% of sale to un-registered (1,500,000 x 3%) pad 
Payable ces 
— AL 
Refundable against exports 189,42 
428 
fo ü 
Sales to Un-registered person 
Sales to Other than unregistered person 1,500,000 
5,000,000 
Tax @ 17% £000,000 
Calculation of input tax F 1,105,000 
(only that input which is common i.e. not specifically attributable to taxable, exempt or zero rated suppi ; 
les 
Local purchases from registered persons (4,000,000 x 1796) 
Less: Debit note in respect of purchase ret. (100,000 x 17%) 680,009 
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Apportionment of input tax 


Turnover Common Input 
6,500,000 410,429 
Taxable local supplies (5,000,000+1 ,500,000) 1,000,000 63,143 
Exempt supplies 3,000,000 189,428 
Zero rated supplies 10,500,000 663,000 
 — € rs — mE c socer 
Answer-3 


Mr. Adam UE 
Computation of Sales Tax Payable / Refundable 
For the tax period February 2007 


Rs. in “000” 
5,865 
Output tax : 
Less: Input tax (lower of) 2.793 
~- — Actual input tax 5279 2.79 
90% of output (5,865 x 9094) , 2 2 
Further tax @3% of sale to un-registered (5,000 x 3%) — 
Payable * 
Add: ae 500 
Surcharge 70 
Penalty 30 
Total tax payable 3,822 
Refundable against exports 4,048 


Calculation of output tax 
Sales to un-re; istered person 


5,000 
Sales to other than un-registered person EM 
Less: Credit note for sale return 500) 
34.500 
Tax @ 17% 
Calculation of inj 


TU 
t tax 
Local purchases from registered Persons (45,000 x 17%) 


7,650 
Apportionment of input tax 


Taxable local supplies 


Turnover Common Input 
Exempt supplies reed ae 
Zero rated supplies 50,000 4,048 


94,500 


7,650 
[7650 
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re A Mr. Azad 
putation of Sales Tax Payable / Refundable 
For the tax Period February 2009 
t tax 
E ower of) 
- Actual input tax 
- 90% of output 


1,020,000 
938,400 
" ; 
(1,020,000 x 90%) 918,000 (918,000) 
Less: Input tax on fixed assets : 102,000 
Sales tax to be carried forward 173,400 
(71,400) 
it tax to be carried forward 
Inpu (938,400-9 18,000) 20,400 
Apportionment of common input tax 
Turnover Other than Machine 
S Machine input input 
Taxable oo 6,000,000 938,400 173,400 
Exempt supplies 4,000,000 625,600 115,600 
10,000,000 1,564,000 289,000 
fF — eee __ 289,000 
Answer-5 
Mr. Asif 
Computation of Sales Tax Payable / Refundable 
For the tax period August 2009 
Output tax z (5,000,000+3,000,000) x 17%) 1,360,000 
Less: Input tax (lower of) 
- Actual input tax i 0%) 1 sta (518,095) 
e o; t (1,360,000 x 90% 224, — (818,095). 
90% of output $41,905 
Further tax @3% of sale to un-registered (3,000,000 x 3%) ——20,000_ 
Payable 931,905 
712,381 
Refundable against exports 
Calculation of input tax ; % 1,360,000 
cee from registered persons — (8,000,000 x 17%) 
Apportionment of input tax Turnover Common Input 
: 000 8,000,000 518,095 
Taxable local supplies (5,000,000 + 3,000,000) 2,000,000 129,524 
cte di 11,000,000 712,381 
Zero rated supplies 21,000,000 


1,360,000 


—M— 
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Answer-6 
x Maroof Engineering Limite N able 
Computation of Sales Tax Payable i 
For the tax period February 
2,127,550 
Output tax (W-1) 
Less: Input tax (lower of) 1,216,735 
Actual input tax (W-3) 50,000 
Add: b/f input (given) 71,266,735 
1,914,795 1,266,735 
9096 of output (2,127,550 x 90%) mum 5 
(208,286 
Less: Input tax on fixed assets (W-4) 652,529 
90,000 
Further tax (2396 of sale to un-registered (3,000,000 x 396) 742,829 
Payable f 
1,138, 
Refundable against exports (972,221 + 166,428) 138,649 
b) No input tax is to be carried forward 
(W-1) Calculation of output tax 
Sale to un-registered person 3,000,000 
Sales to other than un-registered persons 
Taxable supplies 10,000,000 
Parts provided to CEO 15,00 
13,015,000 
Less: Sale return 500,00 
12,515,000" 
Tax @ 17% 2,127,550” 
W-2) Calculati mmon in 
Local purchases from registered persons 15,000,000 
Less: Purchases wrongly included (1,000,000) 
14,000,000 2,380,000 
I———— - nds 
Electricity bill (20,000 x 1796) 3,400 
2,383,400 
-3) Apportio npu 
Turnover Common Input 
ae ain ER 12,515,000 1,216,735 
xempt supplies 2,000,000 194,444 
Zero rated supplies 10,000,000 972,221 
24,515,000 2,383,400 
c ment of in ii 
Machinery (2,400,000x17%) 408,000 
Taxable local supplies Turnover Common Input 
Exempt supplies 12,515,000 208,286 
sas 2,000,000 33,286 
166,428 


Zero rated supplies 


24,515,000 4 


10,000,000 E 
08,000 
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m Mr. Agha 


"Computation of Sales Tax Payable / Refundable 
For the tax period August 2011 


ical Questions on Safes Tax by ICAP 


cgiston of tax ias Rs. 
P 6,069,043 
uput tax 
iss; Input tax (lower of) 
. Actual input tax 4,914,778 
Add: b/f input (given) 610,000 
Pci Li 
5,524,778 
90% of output (6,069,043 x 90%) 5,462,139 (5,462,139) 
606,904 
Add: Further tax @3% of sale to un-registered (1,700,250 x 3%) 51,008 
Payable 657,912 
Add: Penalty 10,000 
Total payable 667,912 
Refundable against exports 3,510,531 
Input tax to be carried forward (5,524,778 - 5,462,139) 62,639 
Calculation of output tax 
Sales to un-registered persons 1,700,250 
Sales to other than. un-registered persons 35,500,000 
37,200,250 
Less: Sale return (1,500,000) 
35,700,250 
Tax @ 17% 6,069,043 
Calculation of input tax 
Local purchases from registered persons (53,800,000 x 17%) 9,146,000 
9,146,000 
Apportionment of input tax 
Turnover Common Input 
Taxable local supplies 35,700,250 4,914,778 
Exempt supplies 5,235,000 720,691 
Zero rated supplies 25,500,000 3,510,531 
66,435,250 9,146,000 
Note: Liability outstanding till January 2011 should have been adjusted in July 2011, so it is ignored forthe — 
month of August 2012. 


EE. 
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Answer-8 


Mr. Folad 
Computation of Sales Tax Payable / Re 
For the tax period February 2012 


Output tax (W-1) 
Less: Input tax (lower of) 


- Actual input tax (W-3) 
Add: b/f input (given) 
90% of output (12,838,400 x 90%) 


Less: Input tax paid on fixed assets 


Further tax @3% of sale to un-registered (9,850,000 x 3%) 
Tax Payable 


Input tax refundable against exports (1,609,094 + 293,675) 


(W-1) Calculation of output tax 
Sales to un-registered persons 
Sales to other than un-registered persons 


Less: Sale return 


Tax @ 17% 


(W-2) Calculation of input tax 
Common input 


Local purchases from registered persons (70,250,000 x 17%) 

Less: Purchase return (4,500,000 x 17%) 

Input tax on fixed assets (12,000,000 x 17%) 
3 jon, tofi x 


Purchases of goods 
Taxable local supplies 
Zero rated 

Purchases of fixed asset 


Taxable local supplies 
Zero rated 


Note: Liability outstanding till July 2011 should have been adjusted in January 2012, so 


month of February 2012. 


fundable 


9,568,406 


1,902,769 


9,850,000 
72,870,000 
82,720,000 

(7,200,000) 
75,520,000 
12,838,400 


11,942,500 
(765,000) 
11,177,500 

2,040,000 

Turnover Common Input 
75,520,000 9,568,406 
12,700,000 1,609,094 
88,220,000 11,177,500 


Turnover Common Input 


75,520,000 1,746,325 
— 12,000,000 — 29365. 
88,220,000 40,000 


ignored for the 
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Zainab 

er-9 i 

Answer Computation of Sales Tax Payable / Refundable 
i For the tax period August 2012 

» Iculation of tax liabilit 


Output tax 171,700 
Less: Input tax (lower of) 
- Actual input tax 79,441 
b/finput 262,00 341,941 
- 90% of output (171,700 x 90%) 1 
, 54,530 (154,530) 
Tax Payable 17,170 
—. | 
b) Input to be carried forward (341,941 - 154,530) 187,411 | 
Refundable against zero-rated 511,256 
tion of output tax $ 
Sales to other than un-registered persons 1,010,000 
Tax @ 17% 171,700 
Calculation of input tax 
Common input 
Purchase of raw material (6,000,000 x 17%) 1,020,000 
Less: Purchase return (150,000 x 1794) (25,500) 
Add: Invoice omitted (100,000 x 17%) 17,000 
UR 0 
Apportionment of input tax 
Turnover Common Input 
Taxable local supplies 1,010,000 79,441 
Zero-rated (2,550,000 + 3,950,000) 6,500,000 511,256 
Exempt 5,350,000 420,803 


—— 528,503. 
12,860,000 1,011,500 
—— 14200 
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Mr. Clever 
Assur Computation of Sales Tax Payable f — 
For tlie tax period February 2 
( tax liabil 4964704 
ver in 391 
Inti (over 09 4417, 
Less: agate input tax 410,000 4,827,391 
input SS 
A 4,453,830 — ( 
90% of output (4,948,700 x 90%) 
Less: Input on fixed assets 
i 3% 
Further tax @3% of sale to un-registered (3,550,000 x 6) 
Payable 
i 1 — 4,453,830) 
Input to be carried forward (4,827,391 — 4; 
Refundable against zero-rated (2,465,909 + 182,705) 2,648,614 
Calculation of output tax 
les to un-registe! 15m 
: 26,860,000 
30,410,000 
Less: Sale return Kane 
Tax @ 17% 29,110,000 
4,948,700 
ulat x 
'ommoi t 
im faa Ss (40,550,000 - 60, 
2 ,550,000 - 60,000) x 17% 
Fixed assets Q 6,883,300 
(3,000,000 x 17% 
i ment in ut QJ 510,000 
Commo: 
Taxable local supplies Turnover n 
Zero-rated (1,250,000 + 15,000,000) 7 29,110,000 Input eee 
16250, 417391 au 
—T16250,000 24 PP 
45,360, — — 2,465,909. 182.705 
SEN eee 
——— — 6,883,300 510,000 
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el 


7 ; Mr. Faizan 
ps Computation of Sales Tax Payable / Refundable 


For the tax period August 2013 
je itio f tax liability 


ern ee tax (lower of) 


- Actual input tax 3,620,469 
Add : b/f input 50280 4,470,749 
- 90% of output (3,808,935 x 90%) ent 


further tax @3% of sale to un-registered (3,990,000 x 3%) 


Add: Penalty 
Payable 


Refundable against exports 


Input tax to be carried forward (4,470,749 — 3,428,042) 
Calculation of output tax 

Sales to un-registered persons 

Sales to other than un-registered persons 


- Noori 
Pih (4,000,000 - 5% x 4,000,000) 
- Frien 


Less: Sale return 


Tax Q) 1796 
Calculation of input tax ^ 

Local purchases from registered persons (27,000,000 x 17 %) 

Apportionment of input tax Turnover 
Taxable local supplies RN 
Zero rated supplies CONGUE 


i} 
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3,808,935 


(3,428,042) 
380,893 
119,700 
500,593 


10,000 
510,593 


969,531 
1,042,707 
3,990,000 


15,200,000 
3,800,000 
33,000 
23,023,000 
617,500 
22,405,500 
3,808,935 


4,590,000 


Common 
Input 
3,620,469 

969,531 


4,590,000 


w 


n Tax Paya 
les Tax 
nswer-12 utation of 
Answer-12 — the tax period February 2516, 
Output tax 1 2; 140,347 
Les Input tax (lower of) 1200000 — 340347 
- Actual input tax Eom 2264400 {2,264 499) 
b/f input 90%) 2518 
- 90% of output (2,516,000 x 9979 : — Va 
Further tax @3% of sale to un-registered (4,000,000 x 79 — Ls 
(3,340,347 - 2,264,400) 1,075,947 
Input tax to be carried forward 1,590,799 
Refundable against exports 
M 4,000,000 
les to un-regi: 12,000,009 
-registe 16,000,009 
(1,200,009) 
Less: Sale return 14,800,009 
2,516, 
Tax @ 17% ,000 
Calculation of input tax 
Longs (23,000,000 : ng 3,910,000 
Invoice of November (1,500,000 x 17% 255,000 
465,000 
—— 
Apportionment of input tax 
Turnover Common 
3 Input 
on € 14,800,000 — 2.140347 
Exempt 11,000,000 — 1,590,799 
3,000,000 433,854 
28,800,000 4,165,000 
———— ——MÓÓÓÓ— 
— 
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Mr. Ali trading company 


Computation of Sales Tax Payable / Refundable 


For the tax period August 2014 


calculation. of tax liability 


tput tax 
pa Input tax (lower of) 


- Actual input tax 
Add : b/f input 


- 90% of output 


Refundable against exports 
Input tax to be carried forward 


Calculation of output tax 

Sales. to other than un-registered persons 
Supplies to wholesalers 

Supplies to distributors 

Supplies to registered retailers 

Goods pledged with bank 

Advance from Imran Associates 


Less: Sale return 
Tax @ 17% 


Calculation of input tax 
Local purchases from registered persons 


Apportionment of input tax 


Taxable local supplies 
Zero rated supplies 
Exempt supplies 


- Settlement discount has no effect, only trade discount i: 


541 


(5,048,147 x 90%) 


(5,634,433 - 4,543,332) 


(50,982,000 x 17%) 


s considered while calculating tax liability 


5,048,147 


4,779,733 
—854,00 5,634,433 
4,543,332 (4,543,332) 


504,815 


3,001,922 
1,091,101 


15,000,000 
10,254,980 

980,000 
4,000,000 


30,234,980 
(540,000) 
29,694,980 
5,048,147 


8,666,940 
Common 


Input 
4,779,733 | 


Turnover 
29,694,980 
18,650,000 3,001,922 

5,500,000 885,285 
5 


3,844,980 8,666,940 


Scanned with CamScanner 


Chapter 25: Numerical Questions on Sales Tax by ICAP —— 


Answer-14 


Mr. Bashir 
Sales tax Liability 
for the month of February 


Calculation of tax liability 
x liability 
Output tax 4,858,6 
Less: Input tax (lower of) 
-~ Actual input tax $ 3,299,372 
b/f input . 410,000 3,709,375 
- 90% of output (4,858,600 x 90%) 4,372,740 ae 
,149, 
Less: Input on fixed assets 374,268 
774,96C 
Further tax @3% of sale to un-registered (2,500,000 x 3%) — — 15,00 
Payable 849,96( 
Refundable against zero-rated (230,887 + 26,191) 257,078 
Calculation of output tax 
Sales to un-registered persons 2,500,000 
t than un-regis! ons (25,980,000 — 300,000 + (300,000/75x100)} — . 26,080,000 
28,580,000 
Tax @ 17% 4,858,600 
Calculation of input tax 
Common input 
Purchase from registered person (21,710,000 x 17%) 3,690,700 
Add: Tax on January purchases 55,900 
3,746,600 
Input on fixed assets 
Fixed assets (2,500,000 x 17%) 425,000 
ent of input tax 
Turnover Common Input Fixed assets 
Taxable local supplies 28,580,000 3,299,372 374,268 
Zero-rated 2,000,000 230,887 26,191 
Exempt 1,874,000 216,341 24,541 
32,454,000 3,746,600 425,000 
Not included: 


1. Input cannot be claimed in adjustment (iii) as invoice is not received. 
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eral 


f ylation of tax liability 
0 


utput tax 

Less: Input tax (lower of) 
- Actual input tax 
- 90% of output 


Less: Input on fixed assets 
Tax Payable to Government 


Carry forward input tax 


Calculation of output tax 
‘ales to other ti n-registered persons 
Taxable supplies — registered 


Own use of goods manufactured. (Refer definition of supply) 


Tax @ 17% 


Calculation of Input tax 
Input other than fixed asset 


Purchases 


Less: Purchases in which discre ancy identi 
Less: Purchases from AB en a punte 


Iterprise 
Less: Purchases for renovation of factory building 


Tax on above @17% 
Add: Tax on electricity bill 


Input on fixed asset 
Fixed asset (250,000 x 17%) 
Apportionment of input tax 


Taxable local supplies 
Exempt 


Not included: , 
17 Free replacements are not taxable, hence ignored. 
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(3,463,750 x 90%) 


(3,126,051 - 3,117,375) 


(500,000+900,000) 


3,126,051 


3,117,375 


Turnover Common 


Rs. 
3,463,750 


(3,117,375 
346,375 
(35,849 
310,526 


8,676 


20,000,000 
375,000 
20,375,000 
3,463,750 


25,800,000 
(1,600,000) 
(2,000,000) 

(1400,000) 
20,800,000 
3,536,000 
170,000 
3,706,000 


os 


42,500 


Fixed assets 


hii. ac es Oe neue 


20,375,000 3 


,126,051 35,849 
3,780,000 579,949 6,651 
24,155,000 3,706,000 42,500 
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nswer-16 
Mulaqat Associates 


Computation of Sales Tax Payab! 
For the tax period February 


le / Refundable 


Calculation of tax liability 
Output tax 
Less; Input tax (lower of) 140,893 
- Actual input tax - 120,000) 125,000 
Add: b/f input (245,000 -1 265,893 
312,885 


-90% of output (347,650 x 90%) 
Tax Payable to Government 
Refundable against zero rated supplies 


Calculation of Output tax 
Taxable sale 
As per question ; ional institute 
Add: Taxable sales to un-reg, (to cottage industry and ves consumer ie. educations : 
Add: Sale to Bali Traders taxable being made available (V 
Add; Sale of goods on mark-up (52,000/104 x 10) 
Add: Free samples distribution 
f " i ice 
Add: Issuance of debit note (Increase in sale price) ll price (4900 x 1 60) 


Add: Items falling under third schedule taxable at retai 72045000 


347, 
Tax @ 17% D 


Calculation of Input tax $ 918,000 
Taxable purchase from registered As per question = " 7 
Less: Furniture purchases not qualifying for tax credit being used in office (i) 45,000 m 
Import of raw material As per question on 280, 
Add: Advance for packing material from Nomi (iii) mes a 
Input tax (21796 196,010 
rti nt of i 
Common 
Turnover Input 

Taxable local supplies 2,045,000 140,893 
Zero rated supplies 800,000 si 

2,845,000 196,010, 


- No input will be allowed in adjustment no. (ii) as it is a persona] consumption [ S. 8 (1) (g)]. 
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1 
ys s Samaaj Associates 
Computation of Sales Tax Payable / Refundable 


jon o tax liability For the tax period August 2016 
l 


Rs. 
yut tax 
óm Eon (lower of) 865,100 
Actual input tax 
Add: b/f input (given) 
495,940 
% of output 4 
BUS OL oUrp! (865,100 x 90%) 778,90 — (495,940) 
369,160 
Add: Further tax @3% of sale to un-registered (875,000 x 396) 26250 
Total payable 395,410 
ion of output tax 
Sales to un-registered persons 875,000 
ther than un-registered ersons - 
registered persons 3,100,000 
Sales to exporter 625,000 
Sale of sulphuric acid (110,000 x 3) 330,000 
Advance against supply - 
Increase in Value of Supply ((85,000 — 58,000) / 17) x 100 158,824 
5,088,824 
Tax @ 17% 865,100 
Calculation of common input tax 
Local purchases from registered persons (930,000 — 80,000) x 17% 144,500 
Purchase of 80,000 (not allowed) 
Packing Material (510,000 x 17%) 86,700 
Imports (472,000 x 17%) 80,240 
Sales tax paid on Utilities (70,000 + 45,000 + 68,000) 183,000 
Purchase of high quality cables (250,000 x 17%) 42,500 
Less: Credit disallowed due to not making payment within 180 days (300,000 x 17%) 51,000 
485,940 
Notes: 
K 


Input on unsold stock of Packing material purchased for electric motor is allowed as deduction because as per 
Sec 7 (1) we can deduct input on supplies to be made as well. Therefore Rs. 150,000 is ignored. 


2. Inputis not allowed on office equipment. Therefore input on electric kettle is ignored in adjustment (iv) 
3. Discount of Rs. 450,000 is ignored being not mentioned on sales tax invoice, 
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EN Mr. Jahangir Ali 


Computation of Sales Tax Payable / n 
For the tax period February 201 R 
Calculation of tax liability M 
Output tax 8.000 
Less: — Input tax (lower of) 318,240 
- Actual input tax 110,000 
Add: b/f input (given) P — — 8240 
7,201 3 
- 9096 of output (408,000 x 90%) 267-200 (67.299) 
40,800 
Less: Input tax on Fixed Assets (81,600) 
Sales tax to carried forward — Coo 
Further tax @3% of sale to un-registered (550,000 x 3%) 16,500 
Sales tax payable — 16,509 
Refundable against exports (13,260 + 3,400) 16,660 
61,040 


Input tax to be carried forward (428,240 — 367,200) 


(W-1) Calculation of output tax 
Sales to un-registered persons 550,000 
Sales to other than un-registered persons 

750,000 


registered persons 
Effect of Sales to associate (300,000 / 75 x 25) 100,000 
Good pledged sold by bank 1,000,000 
d 2,400,000 
Tax @ 17% 408,000 
(W-2) Calculation of common input tax 
Other than Fixed Assets 
1,950,000 


Local purchases from registered person (3,000,000 — 320,000 — 30,000 — 500,000 — 200,000) 
Purchases from Akram — Blacklisted (Inadmissible) 

Purchases from ZA Traders who did not declare his supply (Inadmissible) 

Office equipments for warehouse (Inadmissible) 

Exempt goods from registered suppliers of Rs. 70,000 (Inadmissible) 

Taxable goods from un-registered suppliers of Rs. 95,000 (Inadmissible) 


1,950,000 


Common Input Tax (1,950,000 x 17%) 331,500 
On Fixed Assets (500,000 x 17%) 85,000 
(W-3) Apportionment of input tax 
Turnover Common Input Fixed Assets 
Input 
Taxable local supplies 2,400,000 318,240 $1,600 
Zero rated supplies 100,000 13260 3,400 
———— ——— es 
500,000 331,500. 5 


——— 
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Cyma Associates 
Computation of Sales Tax Payable / Refundable 
For the tax period August 2017 


calculation of tax liability 
(18,750,000 x 17%) s 


yut tax 
Less: Input tax (lower of) 3,187,500 
- Actual input tax 
meee 2,801,136 
dd: b/f input ee 
E pu 75,000 
2,876,136 
- 909 4876, 
90% of output (3,187,500 x 90%) 2,868,750 (2,868,750) 
h 318,750 
Less: Input tax on fixed assets (148,601) 
170,149 
Further tax @ 3% of sales to un-registered (3,556,000 x 3%) 106,680 
Tax Payable to Government 276,829 
eS 
Sales Tax to be carried forward (2,876,136 — 2,868,750) 7,386 
Refundable against zero rated supplies (149,394 + 7,925) 157,319 
Taxable sales 
Sales to un-registered persons 
Taxable goods to un-registered persons 3,556,000 
Sales to persons other than un-registered 
Taxable goods to registered persons 15,000,000 — 325,000 + 450,000 - 75 x 15,225,000 
^ 000 + 100 x 4,000) 
,000 + Xå, 
Sale to retailers in Export processing Zone (ii) 500,000 
Goods made available to Majeed Sons (v) 225,000 
15,950,000 
19,506,000 
Less: Sales Return te 
18,750,000 
Calculation of Input tax 
it ther than fixed assets 
from registered suppliers 3,204,500 
w o Don. Sn. ae teg cope udi) 
jal of Rs. 350,000 by not making payment ae 2 
Purchase eal oF Re, 800,000 for which discrepancy indicated by CREST(inadmissible) - 
Purchase f Rs. 1,400, 000 (2,000,000 x 70%) for which invoice not held (inadmissible) - 
Hara fl 800,000 from un-registered suppliers — inadmissible - 
axa! 00.00 istered suppliers — inadmissible = 
Exempt goods of 400,000 from reg! 3,204,500 


Input tx on fixed assets (1,000,000 x 17%) 170,000 
t 
Apportionment of input tax 

Common 


Turnover Input Fixed Asset 
1 supplies 18,750,000 2,801,136 148,601 
Taable es (1 500,000 — $00,000) 1,000,000 149,394 7.925 
Export Pr plies - no effect of free samples (iii) 1,700,000 253,970 13,473 
Exe 21,450,000 3,204,500 170,000 
Note: provision for obsolete stock made in accounting books does not fall under the definition of supply, so 


adjustment (vii) is ignored. 
coca O a aaa 


p C 
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Answer-20 
Faiz Associates 
Computation of Sales Tax Payable / Refundable 
For the tax period January 2018 
Rs. i 
Calculation of tax liabili ES 
Output tax ! 
Less: Input tax (lower of) 175 
- Actual input tax 265 
Add; b/f input pM. 
- 90% of output (751 x 90%) sd em) 
Further tax @ 3% of sales to un-registered (1,180 x 3%) — > 
Tax Payable to Government a 
Refundable against zero rated supplies d 
Calculation of Output 
ales to un-registered perso! 
Taxable goods to un-registered customers (1,100 + 80) ARS 
Sales to persons other than un-registered 
Taxable goods to registered customers (8,450 - 80 — 500 + 600 - 450 + 540 - 225) — 
„515 
Less: Sale return uy, 
4,415 
Tax @ 17% 751 
Calculation of Input tax 
Taxable goods from registered suppliers (2,000 — 150 — 500) x 17% 230 
Taxable goods from un-registered suppliers Inadmissible - 
Inadmissible 3 
(8) 


Exempt goods from registered suppliers 
(45 x 17%) 


Goods destroyed 
Sales tax on franchise service Inadmissible 
222 


Apportionment of input tax 
Common 
Input 


Turnover 
Taxable local supplies 4,415 175 
Zero rated supplies (500 + 700) 1,200 47 
ae 
En om 


Note: 


Free replacements are ignored in calculation 
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2r Abid Khan 
ales tax liabilit 
for the Mont h of AR 20X8 
Output tax 
Less: Input tax (lower of) (23,493 x 17%) Rela ooo 
- Actual et 
* brought forward input 3 
,753 
- 90% x 3,994 a 
4,348 
Less: Input fixed asset ix m 
399 
Further tax @ 3% on sale to Unregistered on 1 E: 
0,150 E 
Input tax to be carried forward ae 
Refundable against Zero rate n 23:595) = 
9+81) 753 
Workings = 
(W-1) Input Tax 
Pack material un-registered of 9 500 
Electricity bill x 
350 
(W-2) Apportionm t of i 
Apportionment of input tax —À. 
Turnover Input tax (Other Input tax 
: than fixed assets) (Fixed 
axable local supplies = 
723493 “Gags atre NN 
Ng po (249+ 3,504) = 3,753 378 
A al (53 +746) = 799 
xempt 4,500 U a 303 e 
- 32,993 350 
(W-2.1) 


l. Purchase for taxable sale = 25,000 x 17% = 4,250 


For taxable @ 17% 


4,250 23,493 n 3504 
29 X23493 + 5000 — 
For zero rate sale 
5,000 
4,250 x 746 


23,493 + 5000 


2. Purchases for exempt sale = 1,500 x 17% — 255 


(W-2.2) 


Input plant = 2,700 x 17% = 459 


For taxable @ 17% 
23,493 


m = 378 
459 x73 7493 + 5,000 
Cor zero rate sale 
5,000 81 
459x 


MEE. ee 
23,493 + 5,000 


pem 
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(12,618 4229) 


je) 
(including 2.500 99 4215 v 90 
Flectri toasters SUPPIY p) 
Less: Sales retum 
Answer-22 Sales tax payable/refundable 
For the tax period February 2 
—— 
Output ix (1200 174): (1800s 1790: (000 1T) 204 
Less: input tax (Lower of) 170 
. Actual m 
. 90% of output —, 
34 
Less: Input tax on fixed asset ——JAÀ 
Sales tax to be carried forward 
Further tax (à) 3% on sale to un-registered (800 x 3%) E 
Sales tax Payable 34 
Input tax to be carried forward * 
42 


Refundable against zero rated 


(W-1) Apportionment of input tax of Mrs A 


Taxable local supplies 
Zero rated supplies 
Exempt 


(W-1.1) Input tax of Mr. A 
(1,500 x 17%) 


Purchases from reg. person 


(W-2) Input tax of Mr. B 
(1,500 x 17%) 


Purchases from reg. person 
f input tax 


Taxable local supplies 
Exempt 


550 


10,150 
8,393 
5,850 
(900) 
23,493 
19 Rs. ‘000° 
B MEL COE 2 
uu n 
Ls 306 170 
s zs. H9 
=  ——À 3406 170 
: : (236) 
ma 306 
(66) 
= 24 
E 330 
DULL meer 
255 (W-2) 
Common 
Turnover umi lae 
1,200 170 
300 4l 
300 43 
1 285 
255 
255 
Common 
Turnover Input on F.A 
1,000 236 
mot: 
1,800 425 
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5: Numerical Questions on Sales Tax by ICAP 


ut tax on Machine 
i pt tax on Machine (2,500 x 17%) ps 
I 


MH Associates 
Sales tax Liability 


—- 


; jculation of tax liability 


yut tax 
jn Input tax (lower of) 


for the month of August 20X9 


(9,025 x 17%) 


- Actual input tax 
b/f input 


- 90% of output 


(1,534 x 90%) 


Less: Input tax on fixed asset 


551 


1,534 


1,108 


1,381 (1,108) 


426 
153 
- 273 
Further tax @3% of sale to un-registered (450 x 3%) 14 
Tax Payable 287 
Input to be carried forward a 
(W-1) Calculation of input tax 
$ Rs. in “000” 
Purchase from registered person (6,480 — 1,200 — 1,800) x17% 592 
Exempt goods from registered supplier of 1,500 > 
Taxable goods from un-registered supplier of 1,100 à 
40% of goods delivered (1,800 x 40%) = 720 x 17% 122 
Discrepancy indicated by CREST for 1,200 - 
Input tax not claimed in March 20X9 120 
Sale tax on electricity bill 95 
= 
(W-2) Apportionment of input tax 
3 Input tax Input tax 
Turnover (Other) (Machine) 
Taxable local supplies 9,025 853 153 
Exempt 800 76 204 
9,825 929 
ee 3 (900 x 17%) 153 
Machine A (for taxable supplies) X 1%, 
Machine B (for exempt supplies) (1,200 x 17%) 204 
-3) Calculation of output tax 
Da Rs. ‘000° 
To Registered Customer: : X 
Taxable supplies -registered (7,850 —270) oe 
Invoice 365 
Sale to end consumer (0) 
Less: Sale return 
To Unregistered Customer: z 815-365) 
ak supplies — un-registered i as 


es 
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Chapter 25: Numerical Questions on Sales Tax b 


Answer-24 Taba 
Sales tax payable (Refundable) 
for the tax period Feb 2020 


Output tax (2,000,000 x 17%) 


Less: Input tax (lower of:) ^ 
* Actual 306.000 


= 90% x 340,000 


Add: Further tax @ 3% on un-registered sales (2,000,000 x 3%) 
Sales tax payable 

Refundable against exports (W-2.1) 

Input tax to be carried forward 


(W-1) Input Tax (Other than Fixed Assets) 
Taxable supplies from unregistered person of 3,500,000 


(W-2) Apportionment of input tax a 
i 2,000,000 
Taxable local l 2,009, 
dece Lies 2,500,000 
Exempt _3,800,000_ 
8,300,000 
——— 
(W-2.1) Machine input 
Machine input (5,000,000 x 17% ) 
For Zero rated sale 2,500,000 x [850,000/(2,500,000-3,800,000)] 
For Exempt sale 3,800,000 x [850,000/(2,500,000--3,800,000)] 


552 
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Rupees 


340,009 


Es 
60,000 
400,000 
337,302 


Input tax 


337,302 
512,698 


sso 


337,302 
512,698 


P Chapter 25: Numerical Questions on Sales Tax by ICAP 


Shan 
Sales tax payable 


For the tax period February 2020 


ut tax 
Less: Input tax (lower of) 
- Actual 
- 90% of 1,700,000 


Less: Input tax on machine 
Sales tax to be carried forward 
Input tax to be carried forward 


(W-1) Input tax 

Other than fixed assets 

Taxable supplies from registered person 
Exempt goods of 3,000,000 


(W-2) 


Apportionment of input tax 


Taxable local supplies 
Zero-rated 
Exempt 


(W-2.1) Machine input 
Machine input 


Rupees 
(10,000,000 x 17%) 1,700,000 
1,206,452 
1,530,000 (1,206,452) 
493,548 
(1,020,000) 
(526,452) 
(11,000,000 x 17%) 1,870,000 
1,870,000 
Turnover Input tax Input tax 
(Other than (Fixed 
fixed assets) assets) _ 
10,000,000 1,206,452 1,020,000 
5,500,000 663,548 - 
15,500,000 1,870,000 


(6,000,000 x 17% ) 


1,020,000 
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Output tax 

Less: Input tax (lower of) 
Actual input tax 
b/f input 


90% of output 


r tax on fixed asset 


Less: Inpul 
arried forward 


Sales tax to be € 
(1,271 x 3%) 


r tax @3% of sale to un-registered 


Government 
ard (1,797 - 1,412) 


(14+ 170) 


Further 
Tax payable to 
Input tax to be carried forwi 
Refundable against exports 


(W-1) Calculation of input tax 


Other than machine 
Taxable goods from registered persons (7,400 x1 796) 


Taxable goods from unregistered persons of 1,100 
Input tax on invoice of March 2020 (1,200 x 1794) 


Input tax on electricity bill 


(W-2) Apportionment of input tax 


Taxable local supplies 


Exports 
Exempt (1,000 - 50) 


(W-2.1) Machine (Specific input 
Machine A (for local taxable supplies & exempt) 


Machine B (for export supplies) 


Allocation of Machine input 
For local taxable supplies 
For exempt sale 


ali 
(W-3) Calculation of taxable sale 


To othe inregictered: 
Taxable goods to registered persons (7,500 — 560 — 590) 
Goods sold at discount (560/80) x 90 

Correct value of invoice erroneously issued 

Sale to end consumer 


To unregistered: 
Taxable goods (1,300 -29) 


255 x [9,230/(9,230 + 950)] 
255 x [950/(9,230 + 950)] 


vs 
1,412 

Turnover Input tax 

(Other) 

9,230 1,372 

500 74 

950 141 

10,680 1,587 
an mene 


(1,500 x 17%) 
(1,000 x 17%) 
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Rs. in “000” 


1,569 


Input tax 
Machine. 


Questi Tax by ICAP 
i estions on Sales Tax by I 
merical ul 

25; Nu 


Hadi Associates 
ys Sales tax payable (Refundable) 


for the tax period February 2021 


(3,905,000 x 17%) 


ua tax (lower of) 212,662 
Actual i 415,000 
pu 627,662 
597,465 

. 90% x 663.850 


. input on fixed assets 
E et be carried forward 


o% further tax on un-registered sales (920,000 x 3%) 
3% 
Payable to government 


i x 2 688 + 117,946) 
ainst exports (W-2.1) (81, d 
oxi e te carried forward (627,662 — 597,465) 
(wu) Calculation of Input tax 
thi fixed assets 


m registered suppliers (1,890,000 — 100,000 — 85,000 — 50,000) x 17% 
dors P FR nine suppliers of Rs. 1,000,000 — inadmissible 
Packing material from unregistered suppliers of Rs. 445,000 
Taxable goods from Haq Enterprises of Rs. 100,000 
Taxable goods purchased in cash of Rs.85,000 
Taxable goods not disclosed by supplier in return of Rs. 50,000. 
Tax on electricity bill 


Input tax on machine (2,500,000 x 0.17) 


(W-2) Apportionment of input tax 
Common 
Turnover Input 

Taxable local supplies 3,905,000 212,662 
Export supplies 1,500,000 81,688 

5,405,000 294.350 
(W-3) Taxable sales 

to un-registere n; 


Taxable goods to un-registered persons 
o than un-registered 
Taxable goods to registered persons 
(including 120,000) 
Taxable goods to associated undertaking 
Taxable goods to end consumer 
Taxable goods used for business promotion 


(1,050,000 — 130,000) 
(2,630,000 — 225,000) 


(225,000 + 75,000) 


555 
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66,385 
(307,054) 


240,669) 


27,600 
__27,600_ 
27, 


199,634 
30,197 


281,350 


13,000 
294,350 


425,000 


Machine 


input 


307,054 


117,946 
425.000 


920,000 


SECTIONS 


$.2 


SECTIONS 
S.114 
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